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FRIDAY ,  MAY  23,  1975 


The  hearing  reconvened  at  9:15  A.M.  on  Friday,  May  23,  1975, 
in  the  Chambers  of  the  Montana  House  of  Representatives,  State 
Capitol,  Helena,  Montana. 

The  Honorable  Carl  M.  Davis,  Hearings  Examiner,  presided  over 
the  proceedings . 


APPEARANCES : 
APPLICANTS 


William  M.  Bellingham,  Esq. 

John  L.  Peterson,  Esq. 

John  Ross,  Esq. 

DEPARTMENT  OF  NATURAL  RESOURCES  AND  CONSERVATION 

Ted  J.  Doney,  Esq. 

Robert  T.  Cummins,  Esq. 

Arden  E.  Shenker ,  Esq. 

William  Sheridan,  Esq. 

Donald  McIntyre,  Esq. 

BOARD  OF  HEALTH  AND  DEPT.  OF  HEALTH  AND  ENVIRONMENTAL  SCIENCES 
Steve  Brown,  Esq. 

NORTHERN  CHEYENNE  TRIBE,  INC. 


Peter  Michael  Meloy,  Esq. 

NORTHERN  PLAINS  RESOURCE  COUNCIL 

Leo  Graybill,  Jr.,  Esq. 
Gregory  H.  Warner,  Esq. 


The  following  proceedings  were  had: 

HEARINGS  EXAMINER:  Let's  go  on  the  record.  Are  the  parties 
ready  to  proceed? 

MR.  SHENKER:  The  Department  is  ready. 
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MR.  BELLINGHAM:  The  Applicants  are  ready,  Mr. 
Hearings  Examiner. 

MR.  BROWN:  The  Department  and  Board  of  Health  is 
ready . 

MR.  GRAYBILL:  The  Northern  Plains  Resource  Council 
is  ready. 

MR.  MELOY :  The  Northern  Cheyenne  Tribe  is  ready. 

HEARINGS  EXAMINER:  Before  we  start  this  morning, 

to  help  you  get  your  notes  in  order,  I  think  that  we  have 
marked  and  have  in  evidence  up  through  Board  Exhibit  71. 

I  have  marked  Board  Exhibit  72,  the  Supplemental  Answers 
of  the  Environmental  Defense  Fund  to  Interrogatories 
submitted  by  the  Applicants. 

MR.  SHENKER:  Excuse  me,  Mr.  Hearings  Examiner.  I 
think  that  the  Bechtel  stipulation  had  been  marked  as 
Exhibit  No.  73  on  May  21st. 

HEARINGS  EXAMINER:  This  preceded  the  marking  of 
that.  And  then  the  next  one  is  Bechtel  73.  I  have  72  on 
my  notes  on  the  Answers  of  the  Environmental  Defense  Fund; 
and  that  was  73.  But  I  didn't  mention  that  other  one 
when  we  talked  about  the  stipulation  yesterday.  So  in 
order  to  update  it  —  and  I  would  like  to  have  both  of 
these  admitted  as  Board  exhibits.  Now  that  doesn't  mean 
you  are  admitting  or  granting  the  motion  on  the  stipula¬ 
tion;  it's  just  that  that  has  to  be  part  of  the  record. 
Also,  there  may  be  some  reason  before  we  get  Colstrip 
heated  up  this  morning,  you  may  want  to,  for  the  conven¬ 
ience  of  travel,  adjourn  a  little  early  this  afternoon; 
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and  if  that  is  true,  please  let  me  know  and  we  will  cer¬ 
tainly  give  due  consideration  to  that.  I  know  some  of 
you  have  to  catch  planes  and  get  to  various  places;  so 
if  you  will  tell  me  or  have  your  counsel  tell  me  and  I 
think  no  one  would  object  if  we  knocked  off  around  4:30 
today.  Then  we  will  reconvene  Tuesday,  after  we  adjourn 
today,  and  rather  than  drop  this  on  you  at  the  last  min¬ 
ute  this  afternoon,  I  might  overlook  it,  we  will  reconvene 
at  11:00  on  Tuesday.  That  is  to  accommodate  some  of  the 
counsel  who  might  have  schedules  to  meet,  and  so  they 
can  all  go  over  their  notes  over  the  Memorial  Day  weekend. 

Now  to  start  the  hearing  I  have  before  me,  Mr. 
Graybill's  Northern  Plains  Exhibit  No.  2  which  has  been 
offered  into  evidence,  and  I  deny  the  motion  and  will  not 
admit  it  into  evidence.  Also,  we  have  had  rather  exten¬ 
sive  arguments  on  that  question  yesterday;  I  hope  there 
are  not,  but  I  will  hear,  any  further  arguments.  Also, 

I  am  going  to  sustain  the  objection  against  asking  further 
questions  of  Mr.  O'Connor  on  the  newspaper  article  as  to 
whether  he  agrees  with  what  somebody  else  said  to  some¬ 
body  else,  that  Mr.  O'Connor  was  not  a  party  to.  You 
may  proceed,  Mr.  Graybill. 

MR.  GRAYBILL:  Before  we  proceed,  I  have  one  or  two 
things  I  would  like  to  put  on  the  record.  I  have  just 
been  given  a  copy  of  a  letter  dated  May  16,  1975,  from 
John  A.  Burke,  Vice  President  of  the  Montana  Power  Com¬ 
pany,  to  the  Public  Service  Commission  of  Montana.  This 
letter  was  apparently  written  last  Friday  or  Thursday. 
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It  says  that  the  Montana  Power  Company,-  - 


HEARINGS  EXAMINER:  Mr.  Graybill,  I  don't  know  that 
you  can  put  a  letter  in  evidence  in  this  manner  by 
your  just  getting  up  and  reading  it. 

MR.  GRAYBILL:  Mr.  Hearings  Examiner,  I  am  not  try¬ 
ing  to  put  the  letter  in  evidence. 

HEARINGS  EXAMINER:  What  is  the  purpose  of  your 
discussion?  I  can't  rule  if  you  have  already  read  the 
letter,  then  it's  in  evidence. 

MR.  GRAYBILL:  I  haven't  read  the  letter,  sir.  I'm 
not  trying  to  get  something  in  evidence;  but  I  would  like 
a  chance  to  make  my  record  and  you  certainly  may  rule; 
you  may  strike  it  if  you  don't  like  it;  but  I  am  trying 
to  tell  you  what  it  is  that  I  want  to  talk  about.  What 
I  want  to  talk  about  is  that  I  have  just  been  given  a 
letter.  I  don't  intend  to  read  it.  The  letter  is  from 
the  Montana  Power  Company  to  the  Public  Service  Commis¬ 
sion  and  it  — 

MR.  BELLINGHAM:  I'm  sorry  to  interrupt  but  there  is 
a  good  reason  for  it.  I'm  concerned  about  material  of 
Mr.  Graybill  getting  on  the  record  at  this  time,  that 
it's  going  to  appear  whether  it's  stricken  or  not,  and 
I'm  wondering  if  perhaps  we  could  have  some  comment  here 
off  the  record  and  then  put  on  the  record  anything  that 
the  Hearings  Examiner  deemed  should  be  put  on  as  pertinent 

HEARINGS  EXAMINER:  You  may  proceed,  Mr.  Graybill. 

MR.  GRAYBILL:  It  is  my  impression  that  we  are  rather 
at  a  loss  here  and  that  we  have  some  discovery  matters. 
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I  have  been  three  or  four  times  before  this  Hearings 
Officer  and  the  Board  with  a  Motion  to  Produce  and  I've 
come  over  seven  or  eight  times  with  counsel  and  I'm  try¬ 
ing  to  explain  to  the  Hearings  Officer  that  the  material 
to  be  produced  is  not  going  to  be  produced.  Now,  I 
think  I  have  a  right  to  put  it  on  the  record.  I  don't 
feel  I  should  be  interrupted  about  that.  Counsel  knows 
what  I'm  talking  about,  there's  nothing  secret  or  hidden 
about  it,  it  has  nothing  to  do  with  the  witness,  and  I 
just  don't  understand  why  I  can't  make  a  simple  notation 
in  the  record  that  this  morning,  the  23rd  of  May,  the 
Montana  Power  Company  informed  me  that  they  won't  produce 
for  many  more  days  now  the  material  they  have  promised 
to  produce  for  me  on  May  21st,  and  which  you  have  ordered 
them  to  produce,  and  which  the  Board  before  you  ordered 
them  to  produce,  and  which  there's  a  constant  order  to 
produce  out  on.  Now,  I'm  perfectly  willing  to  agree 
with  the  Montana  Power  if  they  haven't  got  their  exhibits 
ready  for  the  Public  Service  Commission.  They  talk  lots 
of  developments.  I  don't  know  what  they  are.  I'll  put 
the  Montana  Power's  counsel  on  notice  that  I  intend  to 
inquire  what  they  are,  but  I  think  the  Hearings  Officer 
and  the  record  should  show  that  there  may  be  a  need  for 
delay  in  this  hearing  if  those  exhibits  don't  get  here. 

It  looks  to  me  like  they've  failed  to  get  these  exhibits 
here,  when  they've  promised  them,  and  they've  had  sixty 
days'  notice,  and  this  might  possibly  cause  delay,  and  I 
thought  it  was  newsworthy  when  the  company  was  interested 
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in  causing  delay. 

HEARINGS  EXAMINER:  Very  well,  in  this  regard  I 
think  you've  made  your  point  and  we're  going  to  have 
some  discussion  on  discovery,  I  guess,  and  we're  going 
to  have  to  rule  on  another  motion  that  the  applicants 
have  pending,  and  I  would  like  to  reserve  further  dis¬ 
cussion  on  that  until  after  we've  completed  the  cross- 
examination  of  Mr.  O'Connor,  and  before  we  call  our  next 
witness,  let's  take  up  some  of  those  matters.  Is  that 
agreeable? 

MR.  SHENKER:  That's  perfectly  agreeable  to  me .  I 
want  the  record  to  show,  however,  that  I  do  have  a  num¬ 
ber  of  discovery  items  to  take  up  before  any  additional 
witness  is  called,  because  we  have  back  to  March  27, 

1975,  our  written  request  for  information,  that  has  not 
yet  been  answered,  and  I  want  to  put  those  specifically 
on  the  record. 

HEARING  EXAMINER:  Well,  let's  do  that  after  we  have 
this  witness,  because  I'm  sure  that  we  could  spend  another 
day  with  the  witness,  and  I'd  like  to  ask  some  considera¬ 
tion  for  the  witness  as  well  as  counsel  in  this  matter, 
so  let's  complete  the  cross-examination  of  this  witness 
and  then  let's  open  up  the  discovery  matters  on  the 
record.  Mr.  Graybill? 

MR.  GRAYBILL:  I  believe  I  understand  the  Hearings 
Officer's  ruling  on  proposed  Exhibit  No.  2,  but  I'm  not 
sure  that  the  record  clearly  shows  my  objection  that  it's 
a  statement  against  interest.  I  want  the  record  to  show 
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that  because  I  think  it  may  be  important  later  on. 


HEARINGS  EXAMINER:  Very  well,  the  record  will  so 

show. 

CONTINUATION  OF  EXAMINATION  OF  GEORGE  W.  O'CONNOR 

Cross,  by  Northern  Plains  Resource  Council 

By  Mr.  Graybill 

Q  Mr.  O'Connor,  we  were  talking  yesterday  at  the  conclusion  of 
our  cross-examination  period  about  consideration  of  alterna¬ 
tive  sites  in  other  states.  Do  you  know  whether  any  of  your 
co-applicants  have  ever  considered  building  the  plants  in- 
voled  in  Colstrip  3  and  4  in  other  states? 

A  I  don't  know  that  any  of  the  co- applicants  have  been  involved 
in  building  alternates  to  Colstrip  3  and  4,  although  some  of 
the  applicants  are  involved  in  building  plants  in  other  states 
concurrent  with  Colstrip  3  and  4 . 

Q  Do  you  know  whether  any  of  them  have  ever  offered  to  build 
plants  in  other  states  in  lieu  of  the  Colstrip  plants  if 
there  is  difficulty  in  building  the  Colstrip  plants  in  Montana? 

A  I  know  of  no  such  offer. 

Q  Do  you  know  whether  any  of  the  officers  of  those  other  corpora-' 
tions  have  ever  said  the  plants  could  be  built  in  other  states? 

A  Oh,  they  might  have  said  they  could  be  built,  but  that  isn't 
an  offer. 

Q  But  you  think  some  of  them  might  have  said  they  could  be  built: 

A  Conceivably. 

Q  Do  you  know  of  any  such  statements? 

A  Not  to  my  knowledge.  They  didn't  make  it  to  me. 
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Q  That's  not  what  I'm  asking,  I'm  asking  if  you  knew  of  them? 

A  From  what  source? 

Q  Any  source  that  you  might  have.  I'm  just  asking  if,  in  your 
mind,  you  have  knowledge  that  the  officers  of  any  of  these 
other  companies,  ever  said  the  plants  could  be  built  in  their 
state  if  it  couldn't  be  built  in  Montana? 

A  I  have  knowledge  of  some  people  having  quoted  some  of  the 
officers  saying  that  and  on  almost  anything  else  you  might 
want  to  ask. 

Q  Whom  do  you  have  knowledge  of  as  being  quoted? 

A  I  guess  the  one  whose  knowledge  I  have  of  having  been  quoted 

as  saying  that  would  be  Kinsey  Robbins,  who  was  an  officer  of 
Washington  Water  Power  Company. 

Q  In  what  state  does  Washington  Water  Power  Company  do  its 
principal  amount  of  business? 

A  Washington. 

Q  And  you  have  knowledge  that  he  may  have  offered  to  have  the 
plant  built  in  Washington,  is  that  correct? 

A  That  isn't  what  I'm  saying  at  all. 

Q  What  are  you  saying? 

A  I  said  that  I  have  knowledge  that  he  was  supposed  to  have  said 
to  someone  else  — 

MR.  BELLINGHAM:  At  this  time,  I  would  object  to  the 
question  and  move  that  any  response  be  stricken  on  the 
ground  that  it's  hearsay. 

HEARINGS  EXAMINER:  He  can  answer  as  to  whether  he 


has  knowledge. 

MR . BELLINGHAM :  May  I  voir  dire? 
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MR.  SHENKER:  His  own  witness? 


A 

Q 

A 

Q 

A 


i 


MR.  BELLINGHAM:  Yes,  sir,  for  a  foundation  for  my 
objection. 

HEARINGS  EXAMINER:  I  think  he  can  answer  the 
question  if  he  has  knowledge  or  not.  We'll  listen  to 
the  question.  I  think  I've  already  ruled  on  this  par¬ 
ticular  matter,  counsellor.  Let's  see  what  his  answer 
is . 

I  have  read  where  someone  has  said  that  an  officer  of  Washing¬ 
ton  Water  Power  made  statements  to  them. 

To  the  effect  that  it  would  be  all  right  to  build  the  plant 
in  Washington? 

I  don't  recall  that  he  said  it  would  be  all  right  to  move  the 
plant  to  Washington.  He  said  that  he  probably  he  would  go  in 
on  a  plant  in  Wyoming  or  Idaho  and  sell  the  power  to  Montana. 
In  other  words,  there  were  possible  alternatives  to  building 
the  Colstrip  plant  in  Idaho  or  Wyoming? 

No. 

MR.  BELLINGHAM:  We  object  to  this  on  the  grounds 
that  it's  patently  hearsay  and  no  proper  foundation  has 
been  laid.  This  statement  was  not  made  to  the  witness. 

As  he  previously  testified,  he  heard  stories  about  it. 

MR.  GRAYBIIL:  You're  not  listening  to  my  questions. 
I  haven't  asked  about  any  statement. 

HEARINGS  EXAMINER:  Overruled.  Proceed. 

MR.  BELLINGHAM:  May  I  have  a  continuing  objection 
to  this  line  of  questioning  on  the  ground  that  it  is 
hearsay  and  an  improper  foundation? 
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HEARINGS  EXAMINER:  You  may  have  a  continuing  ob¬ 
jection  . 

Q  You  may  answer,  Mr.  O'Connor. 

A  I  forgot  the  question. 

Q  There  is  the  possibility  that  the  site  could  be  built  in 
Wyoming  or  Idaho? 

A  Not  Colstrip  3  and  4. 

Q  It  would  be  impossible  to  build  a  plant  in  Wyoming  or  Idaho 
that  could  have  done  the  same  thing  as  Colstrip  3  and  4? 

A  Within  the  time  frame  that  we're  talking  about,  yes,  sir. 

Q  I'm  not  talking  about  from  now  on,  I'm  talking  about  the 

planning  stage.  Would  it  have  been  impossible  to  plan  a 
plant  such  as  Colstrip  in  Idaho  or  Wyoming  at  that  time? 

A  If  you  started  early  enough  you  could  certainly  have  planned 
it  there. 

Q  Would  it  have  been  possible  to  build  such  a  plant  in  Oregon? 

A  Possible,  certainly. 

Q  How  about  such  a  plant  in  Washington? 

A  Mr.  Graybill,  it  is  possible  to  have  planned  that  plant  in 
any  state  in  the  United  States. 

Q  Let's  just  stick  to  the  Pacific  Northwest,  shall  we  do  that? 

A  Certainly. 

Q  You  say  that  it  would  have  been  possible  to  plan  this  plant 
in  any  of  those  states? 

A  Certainly  it  would  have  been  possible. 

Q  Was  there  any  plan  to  put  this  plant  in  Wyoming? 

A  Colstrip  3  and  4  in  Wyoming?  No,  sir. 

Q  Was  there  any  plan  to  put  that  plant  in  Idaho? 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


A  No,  sir. 

Q  Was  there  any  planning  to  put  that  plant  in  Oregon? 

A  No,  sir. 

Q  Or  in  Washington? 

A  No,  sir. 

Q  Was  any  consideration  at  all  given  to  putting  it  in  Wyoming? 

A  I  believe  no  consideration  was  given  to  putting  it  in  Wyoming. 

Q  How  about  in  Idaho? 

A  No,  sir. 

Q  Was  there  any  consideration  given  to  putting  it  in  Washington? 

A  There  might  have  been  some  consideration  given.  If  it  was, 
it  was  dropped  early. 

Q  Describe  that. 

A  I  suspect  that  in  the  course  of  the  discussion  of  the  loca¬ 
tion  of  generating  plants,  since  there  were  two  Washington 
partners  involved,  that  some  thought  might  have  been  given  to 
Washington. 

Q  Mr.  O'Connor,  I  don't  like  to  object  to  your  answer,  but  I'm 
sure  you're  a  very  knowledgeable  president  of  the  power 
company.  I'm  not  interested  in  your  suspicions,  I'm  interest¬ 
ed  in  what  you  know  of  your  own  knowledge. 

A  I  don't  know  of  my  own  knowledge,  because  I  didn't  sit  in  on 
the  planning  of  Colstrip  and  its  location  by  the  engineers. 

Q  I  thought  you  told  us  yesterday  that  you  and  the  other  high 
officials  of  the  Montana  Power,  together  with  a  group  of 
engineers,  at  Butte,  this  Butte  group,  conceived  Colstrip. 

A  We  did. 

Q  So  you  were  in  on  the  planning,  weren't  you? 
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A  On  Colstrip,  I  certainly  was. 

Q  My  question  is,  when  you  planned  Colstrip  to  meet  the  needs 

that  you  saw  then,  was  any  consideration  given  to  putting  the 
plant  in  Wyoming? 

A  Not  by  me. 

Q  To  your  knowledge? 

A  Not  to  my  knowledge. 

Q  How  about  the  State  of  Idaho? 

A  No,  sir. 

Q  How  about  the  State  of  Washington? 

A  No,  sir. 

Q  How  about  the  State  of  Oregon? 

A  No,  sir. 

Q  So  the  fact  of  the  matter  is  that  the  group  who  conceived 

this  plant,  these  two  plants,  and  I'm  talking  about  3  and  4 
now,  did  not,  in  fact,  put  any  thought  to  placing  the  plants 
in  any  of  these  other  states? 

A  They  certainly  didn't. 

Q  Was  this  group  cognizant  of  the  fact  that  part  of  the  need 
you  were  meeting  was  in  another  state? 

A  Oh,  yes,  we  knew  that. 

Q  But  you  did  not  attempt  in  any  way  to  consider  the  siting  of 

it  in  another  state? 

A  No,  sir. 

Q  Do  you  know  of  your  own  knowledge  whether  any  officer  of 

Pacific  Power  and  Light  gave  any  thought  to  siting  the  plant 
to  meet  the  needs  that  have  been  described  here  in  any  other 
state  than  Montana? 
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A  The  needs  to  be  met  by  Col strip  3  and  4? 

Q  Yes,  sir. 

A  No,  I  know  of  no  officer,  to  my  own  knowledge. 

Q  No  company  official  of  Pacific  Power  and  Light  ever  indicated 

to  you  that  the  plant  could  be  built  elsewhere? 

A  No,  sir. 

Q  Or  that  he  even  considered  that? 

A  I  don't  know  whether  he  considered  it  or  not.  He  didn't  tell 
me  that. 

Q  You  have  no  knowledge  that  Pacific  Power  and  Light  ever  con¬ 
ceived  building  the  plant  to  meet  the  needs  there? 

A  They  didn't  inform  me  if  they  had. 

Q  As  to  any  state  other  than  Montana? 

A  Not  as  a  substitute  for  Colstrip  3  and  4. 

Q  How  about  Puget  Sound  Power  and  Light?  Did  any  official  of 
that  company,  to  your  knowledge,  consider  meeting  the  needs 
Colstrip  is  supposed  to  meet  by  building  plants  in  any  state 
but  Montana? 

A  I  know  of  no  such  plans. 

Q  How  about  Washington  Water  Power?  Do  you  have  any  knowledge 
of  any  of  their  officials? 

A  None  of  their  officials  ever  told  me  they  had  any  such  plan. 

Q  How  about  Portland  General  Electric  Company? 

A  None  told  me  they  had  any  such  plan. 

Q  As  far  as  you  know,  nobody  among  the  applicants,  or  their 

officers,  or  their  responsible  engineering  people,  have  con¬ 
sidered  placing  the  plant  to  meet  the  needs  of  Colstrip  in 
any  place  except  Colstrip,  Montana,  or  the  State  of  Montana? 
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A  As  far  as  I  know,  I  know  of  none. 

Q  You  had  a  person  in  Montana  Power  Company  who  was  in  charge 

of  the  Colstrip  project  for  your  company,  didn't  you? 

A  Not  any  one  person  strictly  in  charge  of  it,  no.  We  have  a 
number  of  people  who  have  responsibilities  in  it. 

Q  You  had  a  person  who  was  a  Montana  Power  Company  employee 
who  became  the  manager  for  the  applicant  group,  is  that 
correct? 

A  Oh ,  I  think  there  was  one  person  given  that  designation,  yes. 

Q  Mr.  Hof acker? 

A  Yes,  sir. 

Q  Did  Mr.  Hofacker  ever  disclose  or  discuss  with  you  the  possi¬ 
bility  of  siting  the  plant  to  meet  the  Colstrip  needs,  the 
needs  you  described  at  Colstrip,  in  any  other  place  than  the 
State  of  Montana? 

A  If  there  was  ever  any  discussion,  it  had  to  be  just  a  casual 
conversation.  There  has  been  no  discussion  that  was  really 
directed  toward  a  serious  thought  of  moving  the  Colstrip  3  and 
4  plants. 

Q  So  you  can  testify  that  as  to  your  knowledge,  all  of  the 

alternative  sites,  all  of  the  reasonable  alternative  locations 
of  the  facility  needed,  were  in  the  State  of  Montana,  all 
that  were  considered? 

A  I  don't  know  as  there  were  any  reasonable  alternatives. 

Q  Well,  any  alternative  locations,  whether  reasonable  or  not, 
that  were  considered,  were  in  the  State  of  Montana? 

A  We  didn't  consider  any  alternatives  for  Colstrip  3  and  4f  in 
or  out  of  the  State  of  Montana. 
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Q  You  didn't  consider  any  alternatives? 

A  No,  sir,  not  to  my  knowledge. 

Q  Did  you  consider  the  comparative  merits  and  demerits  of  other 
locations  than  Colstrip? 

A  No,  sir,  we  didn't  consider  any  alternate  sites. 

Q  Did  you  consider  any  statement  as  to  why  Colstrip  was  better 
than  any  other  proposed  site? 

A  We  considered  Colstrip 's  advantages  from  many  standpoints, 

but  not  weighing  it  against  the  other  sites.  We  didn't  con¬ 
sider  any  other  sites  for  Colstrip  3  and  4. 

Q  But  you  didn't  weigh  Colstrip  against  any  other  site  outside 
the  State  of  Montana? 

A  Or  inside  the  State  of  Montana. 

Q  Are  there  other  reasonable  alternative  sites  for  Colstrip? 

A  3  and  4? 

Q  Yes . 

A  No. 

Q  There  is  no  place  else  in  the  world  a  plant  could  have  been 
built  to  accomplish  the  same  thing  than  at  Colstrip? 

A  Could  have  been,  but  not  now. 

Q  I'm  not  talking  about  now,  I'm  talking  about  in  the  planning 
stages . 

A  In  the  planning  stages,  I  testified,  Mr.  Graybill,  just  a  few 
moments  ago,  that  Colstrip  3  and  4  or  the  alternates  to  that 
could  have  been  built  anywhere  in  the  United  States,  conceiv¬ 
ably. 

Q  So  there  are,  in  your  judgment,  other  places  in  Montana  where 
the  plants  could  have  been  built? 


t 


-644- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


A  Indeed,  there  are  a  good  many  places  in  Montana  where  a 
generating  plant  could  be  built. 

Q  But  you  did  not  consider  them? 

A  Not  for  Colstrip  3  and  4. 

Q  Mr.  O'Connor,  you  testified  yesterday  that  you  were  planning 
ahead  on  Colstrip  for  about  —  until  about  1984,  is  that 
right? 

A  Our  percentage  of  the  power  from  Colstrip  we  expect  to  be  used 
up  by  1984. 

Q  I  want  to  ask  you  some  questions  now  about  the  methods  by 
which  Montana  Power  Company  plans,  and  also,  I  want  you  to 
comment,  if  you  have  any  ideas  about  the  methods  by  which  the 
applicants  here  plan,  if  they're  any  different  from  Montana 
Power  Company.  How  do  you  carry  out  your  advance  planning 
for  Montana  Power  Company? 

A  Are  we  talking  about  loads?  Power  requirements? 

Q  We're  talking  about  power  requirements,  yes,  power  and  trans¬ 
mission  . 

A  Normally,  we  take  the  history  of  load  growth  with  the  excep¬ 
tion  of  Anaconda  Company,  which  is  always  deducted  from  our 
loads  for  the  purpose  of  projection,  because  Anaconda  has 
some  very  substantial  swings  from  year  to  year  that  we  think 
would  destroy  the  growth  picture.  We  plot  a  curve  on  what  the 
load  growth  has  been,  we  project  that  curve  out  into  the 
future,  and  then  we  try  to  adjust  it  to  whatever  degree  that 
we  think  we  can  practically  do  so  to  meet  conditions  that  have 
developed  that  were  not,  maybe,  historic.  Then  we  add  Ana¬ 
conda  and  what  we  believe,  after  consultation  with  them,  to  be 
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their  load  growth  into  the  future,  add  it  back  into  those 
requirements,  and  that  is  how  we  generally  plan  our  load 
growth. 

Q  How  far  in  the  future  do  you  carry  this? 

A  Well,  we  have  carried  it,  obviously,  until  1984/1985  —  about 
ten  years.. 

Q  And  you  consider  it  of  any  validity  or  accuracy  as  far  as 
ten  years? 

A  In  the  past  it  has  been  accurate. 

Q  You  have  used  this  curve  for  ten  years? 

A  The  same  method  of  projection  has  been  used  for  years.  As  a 

matter  of  fact,  I  believe  we  projected  on  past  1985,  just  for 
reference,  not  necessarily  for  making  a  determination  that 
we  will  have  to  have  power,  because  that  is  too  far  away  to  be 
sure  and  to  start  to  spend  dollars  for  it. 

Q  And  you've  used  this  method  for  a  number  of  years? 

A  We've  used  the  same  method  of  projecting  loads  for  years. 

Q  Is  this  the  method  you  used  in  arriving  at  the  need  for  Col- 
strip? 

A  It's  the  same  method  we  have  used  for  years. 

Q  And  you  feel  it's  accurate  up  to  the  ninth  and  tenth  year? 

A  It's  been  reasonably  accurate  in  the  past. 

Q  Mr.  O'Connor,  do  you  recall  a  case  called  Montana  Power  Company 
versus  William  Buflon,  for  which  there  was  a  trial  in  District 
Court,  the  9th  Judicial  District,  in  Conrad,  Montana,  on  March 
3,  1969,  at  which  you  testified? 

A  I  remember  the  case,  yes. 

Q  I  want  to  read  to  you  from  the  transcript  of  that  trial  on  page 


-  6„4fL- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


37  and  see  if  you  agree  with  it  in  view  of  what  you've  just 
said  now.  At  that  point,  I  asked  you  this  question:  "Now 
you  talk  about  the  fact  that  the  Montana  Power  Company's 
engineering  studies  are  for  a  five-year  period  in  advance,  is 
that  right?  Answer:  Yes,  sir.  That's  all  the  further  your 
Engineering  Department  looks  in  determining  needs,  is  five 
years?  Answer:  No,  sir.  Well,  what  do  you  do?  Answer: 

Well,  we  make  studies  as  far  as  twenty  years  in  advance,  but 
about  all  they  prove  is  that  anything  we  find  will  be  wrong 
when  we  get  down  to  five  years.  We  think  we  get  a  pretty  good 
feel  of  what  it's  going  to  be  like,  and  the  five-year  studies 
are  generally  the  ones  that  guide  our  decision.  Question: 

If  other  major  utilities  in  the  country  are  using  a  longer 
period,  it  would  be  because  somehow  they  didn't  find  they 
were  wrong  when  you  did,  is  that  it?  Answer:  Well,  I  think 
they  would  modify  it  down  to  five  years.  Question:  Well,  did 
you  make  any  study  of  this  area  beyond  five  years?  Answer: 

Oh,  yes,  we  have  some  calculations  of  what  will  happen  in  that 
area  over  a  period  of  more  than  five  years,  but  they're  really 
pretty  indefinite.  Question:  What  are  those?  Do  you  have  a 
study  of  this  nature,  or  what  is  this  calculation?  Answer: 
Well,  basically,  when  we  get  beyond  five  years  so  that  we  do 
not  know  of  any  specific  load  that  might  be  put  on  the  line, 
we  apply  the  load  growth  which  has  been  taking  place  in  this 
area  as  a  basis  for  assuming  what  it  will  be  in  the  long-time 
future."  Do  you  remember  telling  me  at  that  hearing  of  these 
things,  that  beyond  five  years  you  wouldn't  be  accurate? 

MR.  BELLINGHAM:  At  this  time,  sir,  I  will  ask  the 
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- 1  ■  — . -  -  "  "  1  ■  . .  . "  - -  — - 

Hearings  Examiner  to  allow  me  to  submit  to  Mr.  O'Connor 
the  transcript  that  Mr.  Graybill  has  read  from  so  that 
he  will  have  an  opportunity  to  review  it  quickly  at  this 
time. 

HEARINGS  EXAMINER:  That  would  sound  eminently  fair. 

A  Yes,  I  remember  this  testimony,  and  I'm  sure  that  it  is 
accurate . 

Q  Do  you  recall  in  that  case  we  were  discussing  the  possibility 
of  building  a  larger  line? 

A  Yes,  sir. 

Q  And  you  told  us  in  that  hearing  that  you  really  couldn't  be 
sure  of  anything  beyond  five  years? 

A  Yes,  sir. 

Q  But  now,  today,  you're  telling  me  that  you  are  sure  of  things 
up  to  ten  years? 

A  I  didn't  say  we  were  sure,  but  I  said  it  had  been  accurate  in 
the  past. 

Q  But  there  you  say  it  hasn't  been  accurate  in  the  past. 

A  I  didn't  say  it  hadn't  been  accurate  in  the  past,  I  said  it 

might  not  be  accurate  out  to  ten  years  in  the  future. 

Q  From  some  of  those  things  that  I  read  to  you,  it  would  appear 
that  you  don't  like  to  depend  upon  anything  beyond  five  years. 

A  Mr.  Graybill,  that's  exactly  what  I  meant  to  imply,  that  you 
can't  bet  what  will  happen  beyond  five  years.  Some  new  in¬ 
dustry  might  move  in  and  completely  change  that  projection. 

Q  Is  that  what  you  want  to  tell  us  in  this  hearing,  too,  that 
you  can't  bet  on  what  is  going  to  happen  beyond  five  years? 

A  It  is  conceivable  that  it  will  change  beyond  five  years. 
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That's  about  as  far  as  you  can  be  sure. 

Q  So  we  should  project  on  a  five-year  period,  is  that  correct? 

A  The  law  requires  a  ten-year  projection,  whether  we  like  five 
years  or  not. 

Q  I  didn't  ask  what  the  law  required,  I  asked  if  it  wouldn't  be 
wiser,  in  your  judgment,  then,  to  project  for  only  five- 
year  periods? 

A  If.  you're  looking  for  accuracy,  absolute  accuracy,  it  would 

be,  certainly.  It  goes  without  saying  that  anybody  can  guess 
five  years  better  than  ten. 

Q  You  told  me  a  few  minutes  ago  that  you  always  checked  ten 

years,  when  the  fact  of  the  matter  is  that  you  told  me  pre¬ 
viously  that  you  preferred  to  check  five,  isn't  that  true? 

A  We  would  prefer  to  check  five,  yes.  We  have  no  choice  now. 

Q  You  said  in  answer  to  a  question  by  Mr.  Shenker  yesterday, 

"We  have  never  calculated  our  loads  to  double  every  ten  years. 
Do  you  remember  that? 

A  Yes,  sir. 

Q  Do  you  really  mean  that? 

A  Well,  I  know  of  no  calculations  that  have  anticipated  doubling 
our  loads  in  ten  years. 

Q  As  a  matter  of  fact,  hasn't  it  been  your  planning  policy  to 
take  the  7%  route  and  add  7%  a  year,  expecting  to  double  the 
load  in  ten  years? 

A  Yes,  sir,  it  takes  a  7%  load  to  double  your  load  in  ten  years. 

Q  Hasn't  that  been  the  way  you  figure  your  load  growth  in  the 

past? 

A  No,  our  load  growth  isn't  7%. 
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Q  Well,  you  said  to  Mr.  Shenker  that  you  never  calculated  your 
loads  to  double  every  ten  years. 

A  To  my  knowledge,  we  never  have. 

Q  Are  you  telling  me  that  you  have  considered  them  to  raise  7% 
a  year? 

A  We  don't  use  a  7%  curve.  I  think  our  curve  is  about  5-1/2%. 

Q  Mr.  O'Connor,  in  that  same  case  in  the  9th  Judicial  District 
at  Conrad  to  which  we  referred  just  previously,  on  the  19th 
day  of  March,  1969,  you  were  testifying  under  cross-examinatio: i 
by  me,  and  this  set  of  questions  and  answers  took  place.  I 
am  asking  you  a  question.  I  am  asking  if  you  haven't  foreseen 
that  possibility  in  your  planning."  Answer:  We  have  a  load 
growth  curve.  If  we  assume  that  some  time  in  the  future  there 
would  need  to  be  additional  transmission  into  the  area  and 
in  that  event,  it  was  exactly  along  our  present  load  in  the 
area,  the  next  line  might  very  well  be  in  the  same  area.  Q. 

You  talk  about  a  load  growth  curve  in  answer  to  this  question. 
Is  that  a  chart  of  some  kind?  Answer:  It  is  a  7%  load  growth, 
in  this  particular  case,  just  a  compound  7%.  Question:  When 
you  compound  7%,  how  long  does  it  take  to  build  a  load? 

Answer:  Over  ten  years.  It  doubles  in  ten  years,  roughly." 

Do  you  recall  that  testimony  where  you  told  me  in  1969  that 
you  do,  in  fact,  use  a  7%  load  growth  curve? 

A  Mr.  GraybiTl,  what  I  told  you  was  that  we  used  a  7%  load 

growth  in  projecting  the  loads  in  that  particular  area  and 
for  that  particular  transmission,  and  the  reason  we  did  it  is 
because  the  people  who  were  involved  resisting  that  line,  said 
they  would  have  a  load  growth  of  about  12%,  and  that  was  the 


-65Qr_ 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


cooperative,  and  when  you  added  their  growth  to  all  the 
growth,  it  came  out  7%,  and  that  is  precisely  what  I  said, 
for  that  particular  line  and  that  particular  area,  which  has 
nothing  to  do  with  the  system  of  growth. 

Q  You  said  to  Mr.  Shenker  you  never  caculated  your  load  to 
double  in  over  ten  years? 

A  And  that  is  still  the  truth.  Our  system  loads  are  not  calcu¬ 
lated  on  a  7%  load  growth. 

Q  So  you  had  a  different  qualifying  factor  to  Mr.  Shenker ' s 

question?  Are  you  telling  me  that  although  you  said  you  never 
used  it,  what  you  meant  was  that  you  never  used  it  in  certain 
types  of  calculations? 

A  What  I  meant  was  that  in  this  particular  line,  about  which 

you  are  inquiring,  and  I  say  so  in  this  testimony,  the  calcu¬ 
lations  came  out  to  7%,  not  because  Montana  Power  Company  uses 
7%,  but  because  we  took  our  5%  and  added  about  12%  for  the 
Cut  Bank  or  Glacier  Electric  Cooperative  and  averaged  them  out 

Q  All  I  am  trying  to  find  out  is  why  you  told  Mr.  Shenker  that 
you  never  used  that? 

A  Because  we  don't,  that's  why  I  told  Mr.  Shenker  that. 

Q  But  of  course  you  did,  didn't  you? 

A  We  don't. 

Q  Well,  I'm  just  a  little  disturbed  myself,  Mr.  O'Connor,  as  to 
whether  I  can  depend  on  what  you  say  when  you  tell  me  one 
time  you  use  it  and  tell  me  the  next  time  you  don't  -- 

MR.  BELLINGHAM:  I  move  that  this  be  stricken. 
HEARINGS  EXAMINER:  It  will  be  stricken. 

MR.  BELLINGHAM:  Mr.  Graybill  wonders  why  I 
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interrupt  him  at  times. 

Q  Do  I  understand  from  your  testimony,  then,  that  you  don't 

intend  to  use  the  7%  load  growth  curve  in  the  matter  concern¬ 
ing  Colstrip  3  and  4? 

A  I  hope,  Mr.  Graybill,  I  can  get  you  to  understand  from  my 
testimony  that  we  don't  use  7%  load  growth  curves. 

Q  You  made  another  statement  to  Mr.  Shenker  that  I  didn't  under¬ 
stand.  You  said  that  Colstrip  was  not  a  company-owned  town. 
Did  I  understand  you  correctly? 

A  No,  you  didn't  understand  it  correctly. 

Q  Is  Colstrip  a  company-owned  town? 

A  At  this  point  it  is,  yes,  sir. 

Q  Has  the  Montana  Power  Company  or  its  subsidiaries,  Western 
Energy  Company,  caused  a  plan  to  be  derived  for  Colstrip? 

A  Western  Energy  Company  has,  yes,  sir. 

Q  Who  paid  for  that  plan? 

A  Western  Energy  Company. 

Q  And  is  Colstrip  being  developed  along  the  lines  of  that  plan? 

A  Pretty  largely,  yes,  sir. 

Q  Has  Western  Energy  Company  got  a  manager  in  Colstrip  who  sees 
to  it  that  the  plan  is  perfected,  as  much  as  it  can  be? 

A  Yes,  sir. 

Q  And  public  buildings  in  Colstrip  have  been  constructed? 

A  There  are  some  public  buildings,  or  I  guess  that  you  would 

call  them  public,  that  have  been  constructed,  but  they  are 
not  owned  by  Western  Energy,  and  some  that  are. 

Q  There  is  a  new  mercantile  building.  Is  that  owned  by  Western 
Energy? 
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A  Yes ,  sir. 

Q  And  if  a  merchant  wants  to,  he  can  lease  space  in  that,  is 
that  right?  From  Western  Energy? 

A  Yes,  sir. 

Q  Are  there  other  store  buildings  that  you  know  of? 

A  Other  store  buildings? 

A  Yes. 

A  No.,  I  know  of  no  other  store  buildings. 

Q  Is  there  a  fire  station  there? 

A  Yes,  sir. 

Q  Did  Western  Energy  build  it? 

A  It  was  built  by  Northern  Pacific  Railway  when  they  were  in 
Colstrip . 

Q  Is  it  owned  by  Western  Energy? 

A  Yes,  sir. 

Q  Do  you  have  any  idea  of  what  percentage  of  the  land  in  the 
area  of  this  plant  is  owned  by  Western  Energy? 

A  Well,  a  pretty  substantial  part,  not  all  of  it,  but  a  fairly 
substantial  part  of  it. 

Q  Are  there  housing  buildings,  single  unit  and  single  family 
and  multiple  family  dwellings  being  built  in  Colstrip  since 
the  power  plants  have  been  under  construction? 

A  There  have  been  a  number  of  them  built. 

Q  Are  they  owned  by  Western  Energy  Company? 

A  Many  of  them  have  been. 

Q  Are  they  leased  to  people  in  Colstrip? 

A  Yes,  sir. 

Q  By  Western  Energy  Company? 
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A  Yes,  sir. 

Q  At  the  present  time,  Colstrip  is  a  company-owned  town,  is 
that  correct? 

A  Yes,  sir. 

MR.  BELLINGHAM:  We  object  on  the  ground  that  it  is 
repetitious . 

HEARINGS  EXAMINER:  Sustained.  I  think  he  answered  that 
question  in  the  first  place. 

Q  In  your  planning,  when  the  Butte  group  planned  Colstrip  plans 
1  and  2  and  3  and  4,  did  the  possibility,  at  least  as  far  as 
3  and  4  were  concerned,  of  not  being  able  to  get  a  permit 
for  the  site  or  a  permit  to  build  the  plant,  come  under  con¬ 
sideration? 

A  Well,  of  course  we  had  to  accept  that  possibility. 

Q  When  that  possibility  was  considered,  what  course  of  action 

did  the  Butte  group  take?  How  did  you  propose  to  handle  the 
possibility? 

Q  We  made  every  effort  to  modify  what  we  believed  the  objections 
to  Colstrip  3  and  4  would  be  so  it  could  be  a  possibility. 

Q  But  the  possibility  existed  still  that  you  might  not  get  a 
permit,  right? 

A  The  possibility  exists  now,  indeed,  it  does. 

Q  My  question  is,  what  consideration  did  the  Butte  group  then 

give  to  this  situation? 

A  It  is  a  little  late  for  us  to  do  anything  about  this  possi¬ 
bility. 

Q  Well,  it  may  be  late,  but  the  possibility  existed  even  at 
the  beginning,  didn't  it? 
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A  I  don't  think  so.  The  law  required  in  the  beginning  that  we 
should  show  need  and  environmental  compatibility.  We  were 
confident  that  we  would  be  able  to  do  that.  We  still  are,  as 
a  matter  of  fact,  so  we  didn't  consider  it  an  impossibility. 

We  were  confident  that  we  could  conform  with  the  requirements 
of  the  law,  so  we  didn't  think  rejection  was  a  very  reasonable 
possibility,  and  when  the  decision  of  the  Department  was 
reached  back  in  November  that  they  were  going  to  recommend 
against  it,  then  we  realized  there  was  some  possibility  that 
it  was  going  to  be  turned  down. 

Q  So  it's  your  testimony  that  it  wasn't  until  November  of  1974 
that  your  Butte  group  seriously  considered  the  possibility  of 
rejection? 

A  At  that  time  we  really  believed  it  would  be  turned  down,  yes, 
sir,  but  we  don't  think  it  will  be  yet.  We  think  we  can 
establish  this. 

Q  I'm  certainly  satisfied  that  you  want  to  build  it  and  you 

think  it  can  be  built,  and  I'm  not  at  all  certain  that  it  can 
be.  Now,  I'm  talking  about  your  planning  methods,  and  I'm 
trying  to  determine  whether  this  group  of  people  that  planned 
Colstrip  adequately  provided  for  all  these  possibilities. 

You  and  I  agree  that  there's  a  reasonable  possibility  now 
that  you  might  not  be  able  to  build  this  plant  as  planned? 

A  That's  a  possibility. 

Q  And  I'm  trying  to  find  out  when  that  possibility  first  became 
apparent? 

A  It  did  not  become  apparent  until  the  recommendations  of  the 
Natural  Resources  Department  was  made.  We  had  no  tangible 
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evidence  that  that  might  be  the  situation. 

Q  In  other  words,  although  the  Montana  Siting  Act  had  been 
passed,  you  didn't  conceive  of  the  possibility? 

A  I  didn't  conceive  of  our  not  being  able  to  meet  the  Montana 
requirements  of  the  Montana  Siting  Act. 

Q  In  view  of  the  strict  nature  of  the  Siting  Act,  with  its 

many  facets,  do  you  now  have  an  opinion  as  to  whether  or  not 
the  Butte  group's  initial  unconcern  with  the  possibility  of 
not  being  able  to  build  was  wise? 

A  The  Butte  group  could  have  made  no  other  decision.  The  Butte 
group  does  not  plan  two  concurrent  power  plants  to  meet  one 
load. 

Q  What  you're  saying  is  that  your  methodology  of  the  plant  is 
that  you  will  plan  only  one  at  a  time? 

A  That  is  just  what  I'm  saying,  one  plant  for  one  load,  not 
two  plants  for  one  load. 

Q  And  not  any  alternative  for  contingency  plans? 

A  You  just  don't  flip  over  the  page  for  an  alternative.  You 

buy  equipment.  You  buy  sites.  You  have  concurrent  applica¬ 
tions,  and  if  they're  both  approved,  you  have  a  responsibility 
to  keep  your  contract  for  that  equipment,  so  you'd  have  two 
power  plants  and  one  load. 

Q  Is  the  reason  that  a  group  like  the  Butte  group  can  afford 
not  to  have  contingency  plans  that  there  are  sufficient  re¬ 
serves  and  elasticity  in  a  power  company's  total  system  so 
they  get  a  second  chance  to  plan  later? 

A  No,  sir. 

Q  That's  not  true? 
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A  That  is  not  true. 

Q  It  would  seem  to  me  that  it  would  just  make  good  sense  to 

have  at  least  some  possible  contingency  plan  with  this  Siting 
Act  and  you  had  to  get  a  permit. 

A  You'd  make  a  great  president  of  a  power  company. 

MR.  GRAYBILL:  I'm  going  to  ask  that  that  be 
stricken . 

Q  Then  what  your  testimony  comes  down  to  then,  is  you've  either 
got  to  build  3  and  4  or  suffer  the  consequences. 

A  I  am  fearful  that  there  will  be  some  rather  serious  conse¬ 
quences  if  3  and  4  are  not  built. 

Q  Is  it  possible  that  the  reason  you  haven't  considered  other 
alternatives  is  that  the  need  is  not  as  great  as  you  antici¬ 
pate? 

A  The  need  is  probably  going  to  be  greater  than  we  anticipate. 

MR.  GRAYBILL:  That's  all  I  have  at  this  time. 

HEARINGS  EXAMINER:  Cross-examination  by  the  Board 
of  Health. 


CONTINUATION  OF  EXAMINATION  OF  GEORGE  W.  O'CONNOR 


Cross,  by  Board  of  Health  and  Dept,  of  Health  &  Environmental  Scienci 

By  Mr.  Brown 

Q  The  questions  I  want  to  ask,  Mr.  O'Connor,  are  being  asked  on 
behalf  of  the  Board  of  Health  and  Department  of  Environmental 
Sciences.  I  believe  you  testified  in  this  proceeding  that  the 
formal  plans,  or  at  least  the  discussions  and  studies  of  Col- 
strip  3  and  4  began  as  early  as  1970,  is  that  correct? 

A  I  think  the  discussions  on  Colstrip  3  and  4  began  about  1972. 
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In  November  of  1972,  the  Montana  Power  Company  and  the  other 
participants  in  the  Colstrip  3  and  4  plan  had,  in  fact, 
entered  into  a  letter  of  intent  concerning  possible  construc¬ 
tion  of  units  at  Colstrip,  is  that  correct? 

I  think  the  letter  of  intent  contemplated  planning,  Mr.  Brown. 
I  believe  that  you  have  also  testified,  Mr.  O'Connor,  that 
the  letter  of  intent  actually  discussed  allocation  of  the 
production? 

I  think  it  discussed  the  allocation  of  the  costs  or  the  amount 
of  ownership  at  the  time  on  the  basis  of  distributing  costs 
incurred  in  the  planning.  It  wasn't  a  definitive  share  of 
production  at  that  time. 

When  was  the  application  for  3  and  4  filed  with  the  Department 
of  Natural  Resources? 

I  believe  in  May  or  June,  I  think  June,  perhaps,  of  1973. 

Mr.  Joseph  McElwain  has  been  an  employee  of  the  Montana  Power 
Company  for  some  time,  has  he  not,  Mr.  O'Connor? 

Yes,  sir. 

What  is  Mr.  McElwain' s  current  position  with  the  Montana  Power 
Company? 

He  is  President  and  chief  executive  officer. 

In  1972  and  1973,  when  you  were  serving  as  President  and  chief 
executive  officer,  what  was  Mr.  McElwain 's  position  with  the 
company? 

Mr.  McElwain  was  Executive  Vice  President  of  Montana  Power 
Company  during,  perhaps,  all  that  period  of  time,  most  of  it, 
certainly. 

I  believe  you  also  testified  that  Mr.  McElwain  was  a  part  of 
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the  so-called  Butte  group  which  prepared  the  plans  for  Col- 
strip  3  and  4? 

A  Mr.  Brown,  the  Butte  group  is  a  nomenclature  that  belongs  to 
Mr.  Graybill  alone.  Mr.  McElwain  belonged  to  the  group  of 
Butte  people  who  participated  in  3  and  4 . 

Q  I  assume,  then,  that  Mr.  McElwain  was  aware  of  the  letter  of 
intent  in  the  Colstrip  3  and  4  project? 

A  Mr.  McElwain  was  involved,  certainly,  with  the  other  partici¬ 
pants  . 

Q  I  assume,  also,  that  because  of  Mr.  McElwain' s  close  involve¬ 
ment  in  the  planning  for  units  3  and  4,  that  his  public  state¬ 
ments  concerning  that  particular  project  had  the  blessings  of 
you,  as  President,  and  the  people  most  involved  in  the  planning 
of  the  project? 

A  Not  necessarily,  Mr.  Brown.  We  don't  try  to  edit  the  remarks 
of  every  employee  of  Montana  Power  Company,  nor  do  we  bless 
every  remark  of  an  employee  of  the  Montana  Power  Company. 

These  are  individuals,  and  in  many  cases,  they're  speaking 
their  own  opinions.  In  some  cases  they  speak  for  Montana  Powei- 
Company . 

Q  If  Mr.  McElwain,  at  a  hearing  before  a  public  body,  was  asked 
a  specific  question  concerning  3  and  4  at  Colstrip,  I  would 
assume  that  his  statements  would  represent  the  actual  policy 
of  the  Montana  Power  Company? 

A  I  think  if  Mr.  McElwain  was  appearing  for  the  Montana  Power 
Company  before  that  public  body,  he  would  probably  represent 
their  position. 

Q  Were  you  present  at  a  January  23,  1973  meeting  of  the  Board  of 
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Health  and  Environmental  Sciences? 

No,  sir,  I  have  never  been  to  a  meeting  of  the  Board  of  Health 
and  Environmental  Sciences,  so  that's  easy  to  remember. 

I  believe  that  this  meeting  was  the  meeting  at  which  final 
approval  for  Units  1  and  2  at  Colstrip  was  given  by  the  Board 
of  Health  and  Environmental  Sciences,  and  at  that  meeting,  a 

'•W- 

Board  member,  Doctor  McGregor,  asked  Mr.  McElwain  if  the  Mon¬ 
tana  Power  Company  was  considering  constructing  any  additional 
facilities  at  Colstrip,  Montana.  Are  you  surprised  to  learn 
that  Mr.  McElwain  responded  by  saying  that  that  was  not  true? 
I'm  surprised  at  that,  yes,  sir. 

Do  you  know  why  a  chief  executive  officer  of  the  Montana  Power 
Company  might  not  be  willing  to  discuss  at  that  time  formal 
plans,  which  included  a  letter  of  intent,  with  the  members  of 
the  Board  of  Health  and  Department  of  Environmental  Sciences? 

I  have  no  idea  why  Mr.  McElwain  would  not  have  been  willing 
to  discuss  it,  unless  he  thought  it  was  never  going  to  be 
formalized. 

You  did  state  the  formal  application  for  Colstrip  units  3  and 
4  was  filed  only  three  or  four  months  later,  in  May  or  June? 
That's  my  recollection. 

We  have  had  some  discussion  of  candidness  here  as  pertaining 
to  some  public  statements.  Do  you  believe  that  Mr.  McElwain 's 
response  to  the  meeting  of  the  Board  of  Health  was  candid? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that  it 
is  argumentative,  speculative,  and  objectionable. 

MR.  BROWN:  Mr.  Hearing  Examiner,  I  do  believe  the 
facts  speak  for  themselves.  We  have  a  legitimate  inquiry 
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here  by  a  member  of  the  Board  of  Health  to  an  executive 
officer  of  the  Montana  Power  Company  at  a  time  when  the 
Board  of  Health  was  extremely  interested  in  the  future 
plans  of  the  Montana  Power  Company  for  construction  of 
additional  facilities,  units  3  and  4  at  Colstrip. 

HEARINGS  EXAMINER:  Mr.  Brown,  I  think  we've  made 
a  record  of  what  was  said  and  when  it  was  said,  and  he 
said  he  doesn't  know  why  the  statement  was  made.  I 
think  our  only  conclusion  is  that  it  obviously  isn't  go¬ 
ing  to  add  anything  to  the  record.  I'll  sustain  the  ob¬ 
jection  . 

You  and  I  were  both  present  at  a  meeting  held  on  May  4,  1973, 
in  the  Governor's  reception  room  of  the  Governor  of  the  State 
of  Montana,  and  various  officials  representing  the  power  com¬ 
panies  involved  in  Colstrip  3  and  4  project,  and  specified 
state  officials.  You  have  just  testified  that  the  formal 
application  for  Colstrip  3  and  4  was  filed  either  in  May  or 
June  of  1973.  Do  you  recall,  Mr.  O'Connor,  what  value  was 
placed  on  projects  3  and  4  at  Colstrip? 

What  the  value  placed  on  it  for  the  filing  was? 

Yes. 

I  think  it  was  $412,000,000.00  for  the  actual  construction 
costs  in  the  filing. 

Do  you  recall,  Mr.  O'Connor,  stating  at  the  meeting  on  May  4th 
that  Colstrip  3  and  4  were  in  fact  an  investment  of  $495,000,00 
That  isn't  inconsistent  at  all.  I  said  construction  costs  were 
$412,000,000.00.  That's  the  basis  upon  which  we  filed  under 
the  law.  That  doesn't  include  interest  during  construction  nor 
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does  it  include  taxes  during  construction,  which  are  a  part 
of  the  ultimate  investment. 

2  In  other  words,  you  see  no  inconsistency  between  the  $495,000,  )00 
figure  and  the  $412,000,000  figure,  which  was  given  some  two 
weeks  after  you  made  this  statement? 

\  There  isn't  any  inconsistency  in  the  answers.  The  figures 
are  different,  but  they're  answering  two  different  problems 
and  two  different  questions. 

MR.  BROWN:  Thank  you,  Mr.  O'Connor.  I  have  no  fur¬ 
ther  questions. 

HEARINGS  EXAMINER:  Is  there  anyone  else  who  has 
any  cross-examination  who  hasn't  been  afforded  an  oppor¬ 
tunity?  If  not,  we'll  take  a  ten-minute  recess.  (NO 
RESPONSE) . 

(BRIEF  RECESS) 


HEARINGS  EXAMINER:  We're  back  on  the  record.  You 
may  proceed,  Mr.  Bellingham. 


CONTINUED  EXAMINATION  OF  GEORGE  W.  O'CONNOR 

Redirect,  by  Applicants 

By  Mr.  Bellingham 

2  Mr.  O'Connor,  there's  been  reference  during  the  cross-examina¬ 
tion,  to  the  Siting  Act  and  its  philosophy.  Do  you  recall 
questions  addressed  to  you  regarding  that? 

h  Yes,  sir. 

2  And  although  the  discussions  have  been  as  to  the  philosophy,  I 
don't  know  that  anybody  has  drawn  you  out  as  to  what  your 
opinion  is  as  to  the  philosophy  of  the  Siting  Act.  Do  you 
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have  an  opinion  as  to  what  the  philosophy  may  have  been  behind 
the  Siting  Act? 

Yes,  I  think  that  it  had  several  reasons.  First  of  all,  and 
this  may  not  have  been  the  principal  reason,  and  this  is  not 
in  the  order  of  their  importance,  it  was  a  one-stop  procedural 
act  to  try  to  expedite  a  siting  procedure  so  that  it  wouldn't 
involve  a  great  many  agencies  and  it  would  be  one-stop.  It 
was  to  see  to  it  that  power  plants  and  structures  of  that  kind 
were  built  in  areas  where  they  were  socially  most  acceptable 
and  where  need  was  required. 

Do  you  have  any  disagreement  with  this  particular  philosophy? 
Not  a  bit. 

You've  been  asked  questions  relative  to  your  job  duties  with 
Montana  Power,  and  I  wouldn't  like  anyone  to  believe  that  once 
you  retire  as  President  and  took  on  other  duties,  you  sat  on 
your  hands  and  obtained  a  stipend  for  that,  and  I'm  sure  you 
wouldn't  want  anyone  to  believe  that,  either,  would  you? 

No,  I  don't  want  anybody  to  think  I'm  not  working. 

Following  the  period  of  time  that  you  stepped  down  as  Presi¬ 
dent  of  the  Montana  Power,  what  are  some  of  the  duties  then 
that  you  have? 

Well,  I  have  been  to  the  office  every  day  since  I  retired  as 
President  of  the  Montana  Power  Company.  I  have  an  office 
there  that  is  provided  by  the  company.  I  have  attended  every 
one  of  the  Executive  Committee  meetings,  of  which  I  am  a  mem¬ 
ber,  and  we  have  a  staff  meeting  once  a  week  at  which  various 
members  of  the  staff  brief  officers  and  so  forth  on  what  is  go 
ing  on  in  their  departments,  and  I  have  attended  all  of  those 
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meetings.  I  have  attended  meetings  of  subsidiary  interests 
on  behalf  of  Montana  Power  Company.  I  have  participated  and 
consulted  with  many  of  the  officers  of  the  Montana  Power  Com¬ 
pany  on  subjects  on  which  they  were  involved. 

Have  you  kept  your  time  occupied  with  Montana  Power  affairs? 
Almost  totally. 

Turning  next  to  the  testimony  relative  to  Colstrip  1  and  2 
units,  you  indicated  upon  cross-examination  that  portions  of 
1  and  2  have  been  before  the  Department  of  Natural  Resources. 
I'm  not  sure  that  you  testified  as  to  what  parts  or  portions 
were  regarded  of  Colstrip  1  and  2  before  the  Department  of 
Natural  Resources.  Do  you  know? 

Yes,  sir. 

And  what  parts  are  there? 

The  transmission  line  that  goes  from  Colstrip  to  Billings, 
which  is  a  facility  under  the  Siting  Act.  We're  not  started 
prior  to  the  passing  of  the  Siting  Act  so  that  went  before 
the  Department  of  Natural  Resources  for  permit.  The  water 
line  that  goes  from  the  Yellowstone  River  to  the  Colstrip  com¬ 
plex  was  before  the  Department  of  Natural  Resources,  and  a 
100,000-volt  transmission  line  that  goes  from  Colstrip  down  to 
the  pump  station  on  the  Yellowstone  River  for  the  purpose  of 
driving  the  pumps  on  that  pumping  project,  were  all  before  the 
Department  of  Natural  Resources. 

There  has  been  frequent  reference  to  the  meeting  held  recently 
in  Washington,  D.  C. ,  at  which  time  you  attended.  Do  you  re¬ 
call  this  meeting? 

Yes,  sir. 
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Q  I  think  you  previously  testified,  generally,  as  to  who  was 
present.  Did  Montana  Power  initiate  this  meeting? 

A  No,  sir. 

Q  Do  you  know  by  whom  it  was  initiated? 

A  I'm  not  sure.  Our  invitation  came  from  the  Executive  Manager 
of  the  Montana  International  Trade  Commission. 

Q  And  I  think  there  was  mention  of  a  strip-mining  bill  that  had 
been  brought  up  during  the  course  of  that  meeting.  Do  you 
recall  whether  or  not  this  is  so? 

A  The  only  reference  I  heard  to  a  strip-mining  bill  during  my 

meeting  there  with  those  people  or  with  any  of  the  congressmen 
or  senators  --  the  only  mention  of  a  strip-mining  bill  was 
that  Senator  Metcalf,  before  the  meeting  started,  leaned 
across  the  table  and  said  to  Congressman  Melcher,  "Do  you 
think  there  are  enough  votes  in  the  House  to  override  a  veto?" 

Q  There  has  further  been  reference  to  the  hydro  development  of 
Montana  Power  Company  in  recent  years.  I  think  you  testified 
that  there  has  been  no  recent  development.  Am  I  correct  in 
that? 

A  That  is  true. 

Q  And  can  you  give  the  reasons  why  there  has  been  no  development 
of  hydro  power  by  Montana  Power  in  recent  years? 

A  There  are  a  number  of  reasons,  but  particularly  with  respect 
to  Buffalo  Rapids  2  and  4,  we  have  not  been  able  to  get  a 
license,  and  as  far  as  any  other  hydro  development  on  the  Mon¬ 
tana  Power  Company  system,  we  haven't  seen  any  of  it  that  we 
believe  to  be  economically  feasible. 

Q  When  you  say  not  economically  feasible,  what  do  you  mean  by 
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that? 

I  mean  that  we  can't  get  enough  energy  out  of  those  plants  to 
justify  the  amounts  of  dollars  that  we  would  have  to  put  in 
them  to  get  that  additional  energy. 

Reference  has  been  made  to  pump  storage  projects  during  the 

course  of  your  cross-examination.  Do  you  recall  this? 

•*  •• 

Yes,  sir. 

I  think  at  this  time  it  might  be  well  if  you  would  indicate 
just  what  pump  storage  -projects  are  and  what  they  involve.  I 
do  not  think  this  has  been  brought  out. 

A  pump  storage  project,  as  was  mentioned  by  one  of  counsel, 
is  where  the  turbines  can  be  reversed  and  used  as  pumps  to 

pump  water,  and  the  way  that  it  is  employed  is  that  water  from 

r 

a  reservoir  is  run  through  a  turbine  for  a  period  of  a  short 
time  and  generation  is  obtained  from  that  water.  The  water 
is  caught  in  a  holding  reservoir  somewhere  below  that  genera¬ 
tor,  and  then,  during  off-peak  hours,  when  there  is  steam 
capacity  that  is  not  being  employed  in  peaking  loads,  that 
steam  capacity  is  used  to  run  those  turbines  in  the  opposite 
direction  and  pump  that  water  back  up  into  the  reservoir  where 
it  was  originally.  That,  very  basically,  is  the  concept  of 
pump  storage.  Pump  storage  is  to  meet  peaking  demand. 

Has  Montana  Power  been  involved  in  any  pump  storage  projects? 
We  aren't  involved  in  any.  We're  taking  a  look  at  pump  stor¬ 
age  on  our  system,  but  we  aren't  involved  in  any. 

Why  haven't  you  involved  yourself  in  any  pump  storage  plans? 
Well,  first  of  all,  you  have  got  to  have  a  good  base  load 
steam  generating  system,  because  it  is  off-peak  steam  that  you 
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use  to  pump  the  water  back  up-hill,  and  we  don't  have  a  good 
base  load  steam  generating  system,  so  we  wouldn't  have  any 
power  to  pump  that  water  back  up-hill  unless  we  use  hydro 
power . 

Q  Is  there  a  reason  why  you  cannot  do  this? 

A  Well,  there  isn't  any  point  in  using  hydro  power  to  pump  the 

water  up-hill  so  you  can  use  hydro  power.  We  could  just  save 
it  and  use  it  in  the  first  instance. 

Q  During  the  course  of  your  interrogation  by  Mr.  Shenker ,  there 
was  reference,  as  I  recall,  to  the  costs  relative  to  rates, 
and  I  remember  that  some  of  these  references  were  to  mils, 
both  by  you  and  Mr.  Shenker.  Was  the  mil  designation  correct? 

A  It  might  not  have  been,  and  I  should  have  asked  the  Hearings 
Officer  for  permission  to  see  if  I  had  mis-stated  that,  be¬ 
cause  I  think  that  I  at  one  point  said  that  Montana  Power 
Company's  residential  rate  was  about  two  and  a  half  mils,  and 
it's  actually  two  and  a  half  cents,  and  someone  inquired  of 
me  what  Bonneville's  rate  was  to  the  aluminum  plant,  and  I 
said  under  two  mills.  That  is  right. 

Q  And  when  we  say  cents,  we're  talking  about  cents  per  what? 

A  Per  kilowatt  hour. 

Q  Reference  has  been  made  to  the  application  made  by  Montana 
Power.  Did  you  pay  an  application  fee  under  the  Siting  Act 
at  the  time  the  application  was  made? 

A  Yes,  sir. 

Q  Do  you  recall  what  that  application  fee  was? 

A  It  was  over  $1,200,000.00. 

Q  This  was  the  application  in  relation  to  Colstrip  3  and  4? 
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A  Yes,  sir. 

Q  When  you  were  interrogated  regarding  Colstrip  3  and  4 ,  you 

indicated  that  70%  would  be  owned  by  out  of  state  power  com¬ 
panies,  did  you  not? 

A  Yes,  sir,  70%  of  the  ownership. 

Q  The  other  30%  being  owned  by  Montana  Power? 

A  Yes,  sir. 

Q  You  also  made  the  statement  that  not  7%  of  the  total  power 
generated  by  3  and  4  would  be  shipped  out  of  the  state.  Do 
you  recall  that  statement? 

A  Yes,  sir. 

Q  What  was  the  reason  for  that  particular  statement  that  you 
made? 

A  Because  power  is  used  on  a  displacement  basis  very  frequently, 
almost  all  of  the  time,  and  there  is  a  substantial  amount  of 
power  that  comes  into  the  State  of  Montana  from  the  Columbia 
River  Basin.  Most  of  the  power  used  at  the  aluminum  plant  at 
Columbia  Falls,  which  is  the  biggest  consumer  of  power  in  this 
state,  using,  roughly,  I  believe,  25%  of  all  the  power  used 
in  Montana,  most  of  that  power  comes  from  generating  plants 
in  the  Columbia  River  Basin.  The  power  used  by  the  coopera¬ 
tives  in  western  Montana  comes  from  the  Columbia  River  Basin 
generation.  The  Stauffer  Chemical  Plant  uses  power  generated 
in  the  Columbia  River  Basin.  As  a  practical  operating  matter, 
what  would  happen  if  Colstrip  3  and  4  were  built,  is  that  this 
power  would  not  flow  out  to  Portland  and  to  Bellingham  and  to 
Seattle  and  Spokane,  while  that  power  flowed  into  Montana. 

That  power  in  the  Columbia  River  Basin  would  be  used  in  that 
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area,  and  the  power  generated  in  Montana  would  be  used  in 
this  area. 


Q 


A 

Q 

A 


You  were  further  interrogated  regarding  the  shipping  of  coal 
from  Colstrip  to  points  outside  the  state,  as  well  as  the 
shipping  of  coal  from  Wyoming  to  points  in  the  Pacific  North¬ 
west  for  utilization  of  power  plant  projects,  do  you  recall 
that? 

Yes,  sir. 

I  think  you  made  the  statement  that  it  was  sensible  to  ship 
coal  from  Wyoming  to  Boardman  and  other  areas  of  the  Northwest 
and  not  to  Montana.  Would  you  explain  that? 

Well,  first  of  all,  there  are  coal  deposits  in  Wyoming  that 
may  be  shipped  to  the  West  Coast  or  to  Boardman  or  to  the 
Columbia  River  Basin,  where  the  haul  is  all  downhill.  Any 
other  coal  shipped  in  Wyoming  from,  say,  east  of  the  Continent 
Divide,  is  shipped  over  a  railroad  where  it  starts  at  a  rela¬ 
tively  good  altitude,  and  they  ship  it  over  the  Continental 
Divide.  It  crosses  one  mountain  range  and  then  it  is  shipped 
downhill.  In  the  case  of  shipping  coal  west  from  Colstrip, 
we  must  ship  it  over  the  grade  at  Bozeman,  it  must  be  shipped 
over  the  Continental  Divide  here  just  out  of  Helena,  and  then, 
in  turn,  if  it  went  all  the  way  west,  it  must  be  shipped  over 
the  Sierra  Range,  if  it  went  to  Puget,  for  example.  Now,  our 
experience  with  Burlington  Northern,  and  we've  asked  for  quo¬ 
tations  a  number  of  times,  in  studying  projects  west  of  any 
of  these  mountain  divides  and  these  mountain  ranges,  has  been 
that  every  time  you  come  to  a  mountain  range,  they  point  out 
to  you  that  it  requires  more  power  to  get  that  coal  over  that 
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mountain  range,  and  so  the  rate  goes  up,  and  every  time  you 
cross  a  mountain  range,  the  rate  goes  up,  and  the  distances 
may  be  the  same,  but  this  doesn't  have  any  particular  reference 
to  what  the  rate  may  be.  It  is  high-priced  coal  to  ship  it 
from  Colstrip  west. 

Q  Are  there  any  other  factors  regarding  the  coal  that  can  be 
taken  into  consideration  when  you  compare  Wyoming  deposits 
with  those  located  at  Colstrip? 

A  There  are  more  important  factors  than  rail  costs,  and  that  is 
the  quality  of  the  coal  itself.  Colstrip  coal  has  an  average 
sulfur  content  in  the  Rosebud  seam  of  somewhere  between  seven 
and  eight-tenths  of  one  percent.  In  Wyoming  it  is  possible 
to  buy  coal  with  a  guaranty  that  they  will  deliver  with  an 
average  of  less  than  four-tenths  of  one  percent,  so  the  prob¬ 
lems  of  dispersion  and  the  problem  of  treating  stack  gases 
are  much,  much  less  with  Wyoming  coal  of  that  quality  than 
they  are  with  Montana  coal.  As  a  consequence  of  that,  not 
nearly  as  much  money  must  be  invested  in  stack  gas-treating 
equipment  as  is  invested  for  Montana  coal,  and  it  renders  Mon¬ 
tana  coal  almost  non-competitive  with  some  of  those  coals. 

MR.  BELLINGHAM:  I'd  like  to  have  Mr.  O'Connor's 
original  deposition,  if  I  may. 

Q  Do  you  recall,  Mr.  O'Connor,  that  you  were  interrogated  from 
time  to  time  regarding  your  original  deposition? 

A  Yes,  sir. 

Q  And  when  Mr.  Shenker  was  interrogating  you,  he  called  your 

attention  to  page  28  of  the  deposition,  specifically  lines  8 
through  19,  as  far  as  the  answer  is  concerned  and  from  lines  5 
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through  7,  I  believe  it  is,  as  far  as  the  question  is  con- 


A 

Q 

A 


erned? 


Yes,  sir. 


believe 


Would  you  read  that  question  and  answer,  please? 

The  question  is,  "Why  didn't  you  build  a  larger  unit  by  the 
Corette  station?"  The  answer  is,  "To  begin  with,  the  advan¬ 
tages  of  building  at  the  Corette  station  would  largely  have 
been  to  build  a  duplicate  of  the  Corette  plant.  As  long  as 
we're  not  going  to  build  a  duplicate  of  the  Corette  plant, 
moving  became  a  great  deal  more  practical.  Secondly,  I 
that  there  was,  perhaps,  physically,  not  enough  room  to  accommo¬ 
date  a  plant  of  that  size  in  Billings,  and  certainly,  there 
would  not  have  been  enough  room  to  have  built  two." 

I  would  like  to  call  your  attention,  specifically,  to  lines 
16  and  17,  where  you  state,  I  believe,  that  there  was,  perhaps 
physically  not  enough  room  to  accommodate  a  plant  of  that  size 
at  Billings.  Now,  apparently  there  was  a  misconstruction  of 
what  you  intended  to  mean  by  that  particular  statement  on  be¬ 
half  of  the  interrogator,  as  to  whether  or  not  you  were  re¬ 
ferring  to  Colstrip  3  and  4  or  perhaps  a  single  plant  to  be 
built  at  Corette  station,  and  I  would  like  to  ask  you  what 
plant  or  plants  you  were  referring  to  in  your  statement  that 
I  just  referred  to? 

MR.  SHENKER:  I'd  like  to  strike  that  portion  of 
Mr.  Bellingham's  question  as  to  whether  there  was  a  mis¬ 
construction  placed  on  anything  by  anyone,  and  whether 
that  was  apparent. 

HEARINGS  EXAMINER:  It  will  be  stricken.  You  may 
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answer  the  last  portion  of  the  question. 

A  My  reference  in  the  deposition,  just  as  it  says,  was  to  a 

larger  plant.  As  long  as  we  were  not  going  to  build  a  dupli¬ 
cate  of  the  Corette  plant,  moving  became  more  practical.  I 
meant  we  were  going  to  build  a  330  and  if  we  contemplated  a 
330,  then  moving  became  more  practical,  and  I  questioned 
whether  the  Corette  site  would  accommodate  a  330  and  if  it 
would,  I  was  sure  it  would  not  accommodate  two. 

Q  When  you  say  a  larger  plant,  you  mean  a  larger  plant  than 
a  180,  for  example? 

A  Larger  than  the  Corette  plant. 

Q  I  call  your  attention  to  page  47  of  your  deposition.  Do  you 
find  there  any  reference  to  building  a  particular  sized  plant 
in  the  Billings  area? 

A  Yes,  sir. 

Q  And  here  again,  I  think  I  can  call  your  attention,  if  I  may, 

to  page  47,  lines  21  through  23,  and  your  answer  there  in  re¬ 
sponse  to  a  question  put  to  you  at  lines  17  through  20,  and 
which  question  states:  "Now,  Mr.  O'Connor,  I  ask  you,  sir,  is 
that  not  one  of  the  principal  reasons  that  you  did  not  build 
your  plant  at  Billings  at  that  time?"  Your  answer  was  what? 

MR.  SHENKER:  Just  a  minute.  That  question  is  mean¬ 
ingless,  as  put,  because  we  don't  know  what  "that"  refers 
to,  and  I  think  we'd  have  to  back  up  a  line  or  two  to 
see  what  "that"  refers  to. 

Q  Why  don't  you  read,  then,  from  line  12,  Mr.  O'Connor? 

A  Starting  at  line  12  it  says:  "Also,  we  do  not  yet  have  our 

problem  solved  with  the  existing  unit,  so  that  there  could  be 
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considerable  resistance  to  the  installation  of  an  additional 


unit  at  this  location  at  this  time."  "Now,  Mr.  O'Connor,  I 
ask  you,  sir,  is  that  not  one  of  the  principal  reasons  that 
you  did  not  build  your  plant  at  Billings  at  that  time?",  to 
which  I  answered,  "No,  I  think  if  we  would  have  been  building 
a  180,  we  would  have  built  it  at  Billings." 

A  Thank  you. 

MR.  BELLINGHAM:  I  will  return  the  original  deposi¬ 
tion  to  the  file. 

MR.  SHENKER:  I'd  leave  it  out,  Bill.  You  might  as 

well . 

Q  I  think  you  testified  that  on  May  2,  '73,  you  had  a  meeting 

with  state  officials,  and  by  state  officials,  I'm  referring 
to  Montana,  and  at  that  time  you  indicated  you  would  hope  that 
early  in  May  of  '74,  you  would  have  a  decision  as  to  3  and  4. 

Do  you  recall  that? 

A  Yes,  sir. 

Q  What  was  the  reason  for  that  particular  statement? 

A  Well,  at  the  time  we  planned  Colstrip  3  and  4,  of  course  the 

Siting  Act  was  not  passed,  so  it  was  not  planned  in  the  time 
frame  of  waiting  for  a  decision  from  the  Department  of  Natural 
Resources  or  the  Board  of  Natural  Resources,  so  when  the  Sit¬ 
ing  Act  was  passed  that  applied  to  this,  we  had  to  calculate 
that  into  the  time  frame  for  construction  and  operation  of 
that  plant  and  it  made  the  time  frame  pretty  fairly  tight. 

We  didn't  have  all  of  the  slack  in  it  that  we  had  had  in  the 
original  planning,  so  we  requested  the  public  officials  to  try 
to  expedite  this,  within  reason,  and  if  possible,  we  would  like 
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to  have  the  permit  in  one  year,  because  the  one  year  would 
take  up  most  of  the  slack  that  we  had  in  the  original  schedule . 

Q  I  think  you  testified  relative  to  a  contract  with  a  Mr.  Row¬ 
land,  who  was  a  tribal  officer  of  the  Northern  Cheyenne  Tribe, 
did  you  not? 

A  Yes,  sir. 

Q  You  testified  that  he  was  what? 

A  He  was  Chairman  of  the  Tribal  Council. 

Q  I  think  you  stated  that  you,  yourself,  had  no  contact  with 

him  specifically  insofar  as  Colstrip  3  and  4  were  concerned? 

A  I  didn't  have  any  contact  with  him  personally. 

Q  Did  you  have  any  contact  with  him  personally  at  any  time  dur¬ 
ing  the  years  immediately  leading  up  to  the  decision  on  3  and 
4? 

A  Yes,  I  had  contact  with  him  when  we  were  considering  the  Col¬ 
strip  generating  complex,  or  at  least,  considering  some  genera¬ 
tion. 

Q  Do  you  recall  the  approximate  time  that  contact  was  had? 

A  Yes,  sir,  it  was  some  time  in  about  1970.  I  attended  a  meet¬ 

ing  with  Mr.  Rowland  and  others  from  his  tribe  and  from  the 
Crow  tribe.  Mr.  Labrie  was  there.,  The  present  Lt.  Governor 
of  the  State  of  Montana  was  there.  Someone  representing  the 
town  of  Hardin  was  there.  This  meeting  was  held  at  Hardin 
with  the  representatives  of  the  Indians. 

Q  Do  you  recall  anybody  else  there  at  the  time? 

A  The  meeting  was  called  and  we  were  invited  there  by  a  fellow 
named  Raines  —  I  believe  Buck  —  no,  I  believe  they  called 
him  Gus  Raines  —  who  was  head  of  an  economic  development 
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group  that  had  been  organized  on  the  reservation,  in  which 
both  the  Cheyennes  and  the  Crows  held  some  kind  of  membership, 
and  the  purpose  of  hiring  Mr.  Raines,  who  was  a  Crow  Indian, 
and  a  very  well  equipped  one,  incidentally,  very  intelligent, 
had  a  good  education  —  they  hired  Mr.  Raines  to  head  up  this 
economic  development  group.  We  had  this  meeting  at  Mr.  Raines' 
request.  Not  much  came  of  it,  because,  tragically,  about 
three  weeks  or  a  month  or  so  after  that,  Mr.  Raines  was  killed 
in  an  automobile  accident,  and  I  don't  know  whether  the  eco¬ 
nomic  development  group  fell  apart  --  at  least,  we  heard  no 
more  from  them. 

What  transpired  at  that  particular  meeting? 

The  Indians  and  their  economic  development  group  --  and  there 
were  about  three  members  of  the  tribal  council  there  from  the 
Crow  council,  as  well  as  the  two  members  from  the  Cheyenne 
council  --  were  trying  to  persuade  us  that  they  had  lots  of 
Indian  coal,  that  they  had  lots  of  Indian  water,  both  in  Yellovr 
Tail  and  out  of  the  Tongue  River,  and  that  they  were  able  to 
get  particular  concessions  from  the  federal  government,  more 
especially,  EDA,  and  that  they  wanted  us  to  build  generating 
plants  and  let  them  mine  their  coal,  or  us  mine  their  coal 
and  pay  them  for  a  lease.  They  wanted  us  to  build  generating 
plants  on  their  reservation,  that  they  would  be  able  to  provide 
assistance  to  us  which  would  enable  us  to  open  those  mines 
cheaper,  build  those  plants  cheaper,  and  thus,  as  a  conse¬ 
quence,  have  much  lesser  costs  involved  because  they  could  get 
concessions  and  grants  and  help  from  the  federal  government 
that  was  not  available  in  other  areas. 
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Q  Were  these  representations  made  by  emissaries  from  both 
reservations? 

A  Yes,  sir,  both  the  Northern  Cheyenne  Indians  and  the  Crow 
Indians . 

Q  And  what  was  your  response? 

A  We  pointed  out  to  them  that  large  generating  stations,  if 

they  were  going  to  be  built,  were  the  most  economic,  that  it 
should  be  a  reasonably  large  generating  station.  We  pointed 
out  to  them  that  we  had  coal  holdings  of  our  own,  but  that  we 
were  perfectly  willing  to  study  and  pursue  these  possibilities 
with  them,  and  would  like  to  do  so.  As  I  pointed  out,  shortly 
after  that,  Mr.  Raines  was  killed,  and  we  had  no  more  invita¬ 
tions  from  either  of  them,  to  my  knowledge,  to  build  the 
plants  on  the  reservation. 

Q  Did  any  emissary  from  either  reservation  consult  with  you 
following  the  formal  meeting? 

A  Yes,  sir,  Mr.  Rowland  and  Mr.  Burns. 

Q  And  what  happened? 

A  Mr.  Burns  told  us  that  they  would  like  to  make  to  us  a  separ¬ 
ate  proposition  for  construction  of  a  plant  on  the  Cheyenne 
Indian  Reservation,  that  they  hold  7500  acre  feet  of  water  in 
the  Tongue  River,  and  that  they  had  a  potential  reservoir  site 
that  would  store  more  water  than  that;  that  there  was  lots  of 
coal  on  the  Cheyenne  Indian  Reservation,  and  that  they  would 
make  a  separate  proposition  to  us,  a  proposition,  incidentally, 
they  never  did  make. 

Q  Turning  now  to  Western  Energy,  I  think  you  testified,  that 
Western  Energy  does  sell  coal  to  the  Colstrip  group,  or  at 
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least,  will,  for  the  utilization  at  Colstrip  1  and  2,  is  that 
correct? 

A  Yes,  sir. 

Q  And  I  think  the  plans  are  that  the  Western  Energy  coal  will 

also  be  utilized  insofar  as  Colstrip  3  and  4  units,  if  these 
are  allowed? 

A  Yes,  sir. 

Q  Will  this  coal  be  sold  at  competitive  prices? 

A  Certainly.  I'm  sure  the  partners  would  not  buy  it  at  any 

more  than  competitive  prices,  and  I'm  convinced  that  the  Rail¬ 
road  and  Public  Service  Commission  would  not  allow  Montana 
Power  Company  to  pay  Western  Energy  any  more  than  competitive 
prices. 

Q  I  think  you  further  testified  that  Western  Energy  presently 
sells  coal  to  Montana  Power  for  utilization  by  it? 

A  Yes,  sir. 

Q  What  does  Montana  Power  Company  do  with  that  coal? 

A  Burns  it  at  the  Corette  generating  station. 

Q  Is  that  coal  being  sold  at  competitive  prices? 

A  That  coal  is  being  sold  at  less  than  competitive  prices. 

Q  Why  do  you  say  that? 

A  Because  it's  the  lowest  price  of  coal  that  we  sell  out  of 
Western  Energy  Mine,  and  we  sell  our  coal  at  competitive 
prices,  generally. 

Q  Do  you  recall  that  you  were  asked  various  questions  regarding 
Applicants'  Exhibit  115-A,  which  has  been  designated  as  the 
Montana  Power  Company's  1974  Report  to  Shareholders? 

A  Yes,  sir,  I  recognize  that. 
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_ - _ -  ■  _ _ _ _ 

You  were  asked  certain  questions  regarding  that  particular 
exhibit  upon  dross-examination,  were  you  not? 

A  Yes,  sir. 

Q  I  now  hand  you  what  has  been  designated  as  Applicants'  Exhibit 
115-A  and  ask  you  what  that  is? 

A  It  is  the  Annual  Report  to  Shareholders  of  the  Montana  Power 
Company  for  the  year  1974. 

Q  And  by  whom  was  that  prepared? 

A  By  the  Montana  Power  Company. 

Q  Was  it  issued  and  sent  to  the  shareholders  of  Montana  Power? 

A  Yes,  sir. 

Q  Did  it  serve  other  purposes  insofar  as  distribution  is  concern 
ed? 

A  Yes,  sir. 

Q  Do  you  have  any  reason  to  believe  that  it  is  not  true  and 
correct? 

A  I  have  no  reason  to  believe  it  isn't  true  and  correct. 

MR.  BELLINGHAM:  We  offer  into  evidence  at  this 
time  Applicants'  Exhibit  115-A. 

HEARINGS  EXAMINER:  Any  objections? 

MR.  SHENKER:  If  I  may  ask  one  question,  I  think  I 
have  no  objections. 

HEARINGS  EXAMINER:  Proceed. 

MR.  SHENKER:  Mr.  O'Connor,  you  don't  have  any 
doubts  about  the  truth  and  accuracy  of  any  of  the  state¬ 
ments  in  Exhibit  115-A,  do  you,  sir? 

MR.  O'CONNOR:  No,  I  believe  them  to  be  true  and 
accurate . 
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MR.  SHENKER:  All  of  them? 


MR.  O'CONNOR:  All  of  them. 

MR.  SHENKER:  No  objections. 

HEARINGS  EXAMINER:  Applicants'  Exhibit  115-A  is 
admitted . 

Q  Do  you  recall,  during  cross-examination,  that  you  were  asked 
various  questions  relative  to  boilers  and  turbines  having 
been  ordered  by  the  applicants  in  this  case  for  their  utiliza¬ 
tion  at  Colstrip  3  and  4? 

A  Yes,  sir. 

Q  Why  were  these  boilers  and  turbines  ordered  when  they  were? 

A  Well,  it's  a  matter  of  procurement,  delivery  schedules. 

Boilers  and  turbines,  and  I  think  I  mentioned  this,  are  pretty 
much  a  custombuilt  piece  of  equipment.  They  are  designed, 
in  the  case  of  the  boiler,  to  burn  a  particular  kind  of  coal 
in  a  particular  kind  of  atmosphere.  In  the  case  of  the  tur¬ 
bines,  they're  designed  to  utilize  the  steam  that  will  be  cre¬ 
ated  and  generated  by  the  boilers.  In  order  for  these  to  be 
delivered  in  time  to  do  any  good  in  Colstrip  3  and  4,  they 
simply  had  to  be  ordered  well  in  advance  of  the  granting  of 
this  permit.  If  we  had  waited  for  the  granting  of  the  permit 
and  then  ordered  this  equipment  and  then  suffered  the  delays 
in  delivery  that  are  incumbent  always  in  this  particular  case, 
it  would  have  been  far  into  the  80 's  before  we  could  have  got 
these  plants  on  the  line. 

Q  Do  you  recall  during  your  interrogation  on  cross-examination, 
you  were  asked  questions  in  connection  with  interrogatory  No. 
63,  answered  by  the  applicants,  in  their  second  set  of 
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interrogatories? 

A  Yes,  sir. 

Q  I  would  like  now  to  submit  to  you  interrogatory  No.  63  and 

the  answer  to  that,  and  request,  if  you  will,  please,  to  read 
the  same. 

A  Interrogatory  No.  63. 

Q  I  think,  perhaps,  in  order  to  save  time  here,  if  you'll  just 
read  it  silently,  to  make  sure  you  understand  it  —  that's 
satisfactory . 

A  Yes,  I  understand  the  interrogatory. 

Q  Do  you  understand  the  answer? 

A  Yes,  sir. 

Q  And  the  interrogatory  itself,  refers  to  major  commitments  for 
agricultural  consumers,  does  it  not? 

A  Yes,  sir. 

Q  Would  you  read  the  interrogatory?  Perhaps  we  can  save  time, 
after  all,  if  we  do  it  this  way. 

A  The  interrogatory  says:  "Do  any  of  the  utilities  involved  in 
this  proceeding  foresee  major  commitments,  for  agricultural 
consumers,  particularly  for  irrigation  projects?  Please  ex¬ 
plain  any  present  commitments  for  increased  agricultural  use 
of  electricity  and  set  forth  what  relationship  such  agricultur 
al  uses  has  to  the  need  for  Colstrip  3  and  4." 

Q  And  the  answer,  insofar  as  the  first  paragraph,  states  what? 

A  The  answer  states:  "The  applicants  do  not  foresee  any  major 

additional  commitments  to  the  agricultural  consumer  except 
specifically  as  follows:"  and  then  it  goes  on. 

Q  Now,  do  you  know  why  that  particular  answer  was  interposed  in 
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answer  to  interrogatory  No.  63,  insofar  as  Montana  Power  is 
concerned? 

A  Because  the  commitments  for  sprinkler  irrigation  are  not  major 
commitments  that  are  made  out  into  the  future  like  you  would 
make  for  an  industrial  concern.  Industries  come  in  and  say, 
"We  would  like  to  get  from  you  a  contract  under  which  you 
will  make  a  major  commitment  to  deliver  us  power,  when  we 
get  an  industrial  plant  built  here  two  or  three  years  from 
now."  A  rancher  puts  in  a  pump,  buys  a  sprinkling  system, 
and  comes  into  the  office  and  says,  "I  want  power  hooked  up 
there  yesterday. " 

Q  Do  you  consider  this  approach  as  a  major  commitment? 

A  No,  sir.  These  are  normal  additions  to  our  load. 

Q  Reference  has  been  made  during  the  course  of  your  interroga¬ 
tion  as  to  rates  of  the  Montana  Power  insofar  as  electricity 
that  it  furnishes  to  its  customers.  Do  you  recall  this? 

A  Yes,  sir. 

Q  And  who  fixes  these  rates? 

A  They  are  fixed  on  applications  of  the  Montana  Power  Company 

to  the  Public  Service  Commission,  who  determines  the  validity 
and  appropriateness  of  the  rates.  They  are  fixed  by  the  State 
of  Montana. 

Q  Montana  Power  Company  itself  does  not  fix  these  rates? 

A  No,  sir. 

Q  I  would  like  to  clear  up  for  certain  the  capability  and  the 
capacity  of  Buffalo  2  and  4.  I  am  not  sure  there  may  be  any 
question  regarding  this  in  your  evidence,  but  to  make  certain 
if  there  is  any  problem  existing,  I  will  now  ask  you,  do  you 
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know  the  peak-i>and  energy  capability  of  Buffalo  2  and  4? 

A  Buffalo  2  andM  has  a  peak  capability  of  264  megawatts.  It 
has  energy  producing  capability  of  120  megawatts.  The  com¬ 
bination  of  the  two  plants,  2  and  4,  will  produce  120  mega¬ 
watts  of  energy. 

Q  When  you  the  say  the  figures  of  120  and  264,  I  assume  that 
you  mean  approximately? 

A  Yes,  approximately.  I'm  not  sure  that  they  won't  produce 
263*5,  263.  I  think  it  depends  a  little  bit  on  a  number  of 
things . 

Q  I  won't  spend  much  time  on  this,  but  Mr.  Graybill,  as  I  re-  1 

call,  asked  you  whether  or  not,  when  you  were  considering 
Colstrip  3  and  4,  you  considered  as  a  possible  alternative 
the  use  of  solar  energy,  and  your  answer,  as  I  recall,  was  no? 

A  My  answer  was  no,  we  did  not  consider  it. 

Q  And  what  was  the  reason  for  that? 

A  Because  there  is  no  technology  that  has  been  perfected  for 

the  commercial  development  of  solar  energy  into  electric  power. 

It  is  a  very  exotic  science.  I  think  it  has  a  great  deal  of 
possibility.  The  Electric  Power  Research  Institute  is  study¬ 
ing  this  potential,  but  there  is  no  possibility  of  building 
a  solar  generating  station  on  a  commercial  basis  at  this  time. 

Q  Do  you  recall  that  you  testified  relative  to  Montana  Power 

having  participated  in  wells  for  oil  and  gas  being  drilled  in 
Canada? 

A  Yes,  sir. 

Q  And  I  think  your  statement  was  that  you  went  ahead  with  this 
during  what  period  of  time? 
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A  1974  was  the  period  we  were  referring  to. 

Q  You  were  also  asked  during  this  particular  time,  as  I  recall, 

relative  to  the  fact  that  the  Canadian  government  had  limited 
the  exportation  of  natural  gas  into  this  country,  is  that 
correct? 

A  Yes,  I  was  asked  about  that. 

Q  And  is  Montana  Power  affected  by  this? 

A  It's  affected  by  the  limitation  when  it  went  into  effect. 

Q  When  was  this  announcement  of  the  limitation  made? 

A  In  the  very  early  days  of  this  year. 

Q  Was  your  commitment  to  drill  these  oil  and  gas  wells  in  Cana¬ 
da  completed  prior  to  this  announcement? 

A  Yes,  sir,  those  wells  were  drilled  in  1974. 

Q  I  think  you  have  also  testified  regarding  the  shipping  of  coa 
by  Western  Energy  to  points  east  of  Colstrip,  did  you  not? 

A  Yes,  sir. 

Q  To  briefly  review,  to  what  sites  is  coal  presently  being 
shipped? 

A  Well,  our  long  term  contracts,  and  I  think  we  probably  would 
just  want  to  confine  the  discussion  to  that,  because  we  ship 
to  a  lot  of  short  term  markets  in  small  quantities,  we  have 
long  term  contracts  to  ship  coal  to  Northern  States  Power 
Company  in  the  Minneapolis  -  St.  Paul  area,  and  to  Wisconsin 
Power  and  Light,  at  Portage,  Wisconsin. 

Q  You  briefly  testified  as  to  the  cost  factors  of  shipping  coal 
to  the  west,  did  you  not,  as  far  as  mountain  ranges  and  so 
forth,  are  concerned? 

A  Yes,  sir. 
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Is  this  a  problem  within  your  shipment  of  coal  to  the  east? 
No,  sir. 

Why  not? 

Because  she's  all  downhill  and  in  the  shade  from  Colstrip  to 
those  power  plants. 

I  think  that  you  stated  it  was  physically  possible  to  build 
coal  plants  —  when  I  say  coal  plants,  I  mean  coal  generating 
in  the  Pacific  Northwest  for  the  purposes  of  power  generation 
and  to  ship  coal  there  from  Montana,  did  you  not? 

Yes,  sir,  physically  possible. 

And  why  isn't  that  being  done? 

Because  it  isn't  economically  feasible,  it  isn't  practical. 
These  people  on  the  West  Coast  have  made  studies  of  this,  I 
am  sure,  in  depth,  and  they  have  elected,  as  was  pointed  out 
by  counsel  Shenker  yesterday,  to  build  largely  nuclear  genera 
tion.  Shipping  coal  to  the  West  Coast  at  the  kind  of  cost 
that  would  be  involved  there  to  build  coal- fired  generating 
plants  just  doesn't  make  any  sense  where  a  rate  payer  is  con¬ 
cerned. 

I  think  you  also  stated  that  it  was  possible  to  plan  similar 
plants  for  Colstrip  3  and  4  in  any  state  in  the  Union  and 
perhaps  physically  build  them,  did  you  not? 

It  is  possible,  it  is  physically  possible,  and  that's  what  I 
was  asked. 

And  it  would  be  physically  possible,  I  presume,  to  ship  coal 
from  Colstrip  to  run  these  plants? 

It  would  be,  yes,  sir. 

Do  you  have  a  reason  as  to  why  substitute  plants  such  as  this 
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were  not  built  in  any  other  state? 

A  For  the  very  reason  that  it  doesn't  make  economic  sense,  when 
you  already  have  a  transmission  system  largely  constructed 
that  would  be  able  to  handle  this  power  supply,  it  did  not 
make  sense  to  ship  that  coal  to  these  alternate  points  for 
the  purpose  of  generating  power.  We  were  trying  to  put  power 
on  our  system  as  economically  as  we  knew  how,  and  I  am  sure 
the  other  companies  were  trying  --  had  exactly  the  same 
ambition  —  trying  to  do  the  same  thing,  and  this  is  why  those 
plants  were  located  where  they  were.  It  rendered  a  saving  to 
all  of  us. 

Q  Leaving  aside  the  possibility  of  shipping  coal  to  plants 

located  outside  the  State  of  Montana  from  the  Colstrip  area, 

I  think  you  said  it  was  physically  possible  to  build  the 
plants  similar  to  3  and  4  outside  of  the  state,  is  that 
correct? 

A  It  is  physically  possible. 

Q  And  why  wasn't  this  done? 

A  Because  we  had  a  site  that  had  already  been  developed.  We 

had  a  coal  supply  and  part  of  the  transmission  system  needed 
to  accommodate  that  was  already  built.  It  would  not  have  re¬ 
quired  that  part  to  be  constructed,  so  it  was  our  determina¬ 
tion  that  it  should  be  built  at  Colstrip,  which  was  the 
desirable  site,  the  most  economic. 

Q  I  think  Mr.  Graybill  brought  out  a  possible  alternative  that 
it  might  be  located  in  Wyoming  or  Idaho  in  the  event  that  3 
and  4  were  turned  down.  Is  there  any  possibility  of  this  be¬ 
ing  accomplished  insofar  as  the  time  frame  that  you  are 
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presently  connected  with? 

A  There  is  no  possibility  that  it  could  be  engineered,  ordered, 
permitted  and  Constructed  in  this  time  frame,  just  no  possi¬ 
bility. 

Q  And  we  are  talking  about  a  time  frame  -- 

A  Beginning  in  1979. 

Q  In  order  to  meet  your  energy  needs? 

A  Yes,  sir. 

Q  You  were  asked  during  your  cross-examination  regarding  alter¬ 

nate  sites  for  3  and  4.  Taking  you  back  now  to  the  planning 
stages  of  Colstrip  1  and  2,  I  think  you  testified,  if  I  am 
correct,  relative  to  various  alternate  sites  that  were  con¬ 
sidered  at  that  time? 

A  We  considered  a  number  of  alternate  sites  to  Colstrip  3  and  4 
the  Colstrip  complex  1  and  2—1  think  ten,  as  a  matter  of 
fact,  I  believe. 

Q  When  3  and  4  came  on  the  planning  stage,  did  you  consider 

that  as  more  or  less  an  extension  of  Colstrip  1  and  2  insofar 
as  plant  sites  were  concerned? 

A  When  the  Colstrip  complex  was  planned,  and  I  don't  think  any¬ 
body  has  testified  differently,  the  plant  site  itself  was 
constructed  and  purchased  and  designed  to  accommodate  about 
3,000  megawatts  of  generation,  and  it  has  a  physical  capabili¬ 
ty,  and  the  coal  reserve  are  there  to  accommodate  about  3,000 
megawatts  of  generation  in  that  general  area,  a  little  more  or 
less.  Certainly,  when  we  were  planning  Colstrip,  we  just 
didn't  plan  the  Colstrip  complex  for  Colstrip  1  and  2.  We 
planned  it  as  a  generating  complex  of  this  kind  of  capability. 
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and  the  evidence  is  there  in  the  file  that  the  site  was  pur¬ 
chased  on  that  basis,  long  before  there  was  a  Colstrip  3  and 

4. 

Q  Now,  then,  Mr.  Graybill  interrogated  you  at  some  length 

regarding  a  lawsuit  I  believe  he  denoted  as  Montana  Power 
Company  versus  Buckler,  is  that  the  name? 

A  No,  I  think  it  was  Bachma. 

Q  In  1969,  in  Conrad,  is  that  right? 

A  Yes,  sir. 

Q  And  you  testified  regarding  that  particular  lawsuit? 

A  Yes,  sir. 

Q  Now,  at  that  time,  and  I'm  referring  to  the  year  of  1969,  or 
thereabouts,  how  long,  in  your  estimation,  did  it  take  to 
plan  and  bring  on  line  a  coal-fueled  generating  plant? 

A  I  testified  at  this  hearing  that,  at  that  time  it  took  about 

four  or  five  years  to  plan,  procure  a  site,  and  build  a  coal- 
fired  generating  station. 

Q  And  that  time  frame  has  changed  since  then,  is  that  correct? 

A  Yes,  sir. 

Q  And  I  think  you  briefly  testified  that  it  takes  nine  to  ten 
years? 

A  Eight  to  ten  years.  I  think  eight  years  would  be  an  absolute 
minimum,  and  ten  years  is  a  more  likely  number. 

Q  Now,  then,  frequent  reference  was  made  to  an  annual  load 

growth  of  the  Montana  Power  Company  of  approximately  5%.  Do 
you  recall  that? 

A  There  were  some  references  to  5%. 

Q  And  that  had  reference  to  the  overall  system  of  Montana  Power? 
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The  base  load  growth  that  we  had  last  year  was,  I  believe, 
5.5%. 

That  is  the  overall  system? 

That  is  the  overall  system,  or  growth,  and  that's,  of  course, 
the  way  we  calculate  our  load  growth,  the  system  of  load 
growth. 

Reference  was  made  by  Mr.  Graybill  to  7%,  and  I  think  you 
limited  that  and  distinguished  that  from  the  5%  in  what 
fashion? 

Well,  the  load  growth  to  which  Mr.  Graybill  referred,  had  to 
do  with  the  capability  of  a  transmission  line  that  would  run 
from  Great  Falls  to  Cut  Bank,  Montana  through  Conrad.  There 
was  some  speculation  that  that  line  should  be  a  larger  line, 
and  one  of  the  people  who  insisted  that  that  should  be  a 
larger  line  was  the  cooperatives  to  which  some  of  this  power 
would  go,  the  Cut  Bank  - —  or  rather,  the  Glacier  Rural  Co-op  - 
and  the  Glacier  Rural  Electric  Cooperative  said  that  their 
loads  would  be  very,  very  much  higher  than  Montana  Power  Com¬ 
pany  projected  the  growth  would  be,  and  so  we  averaged  out 
pretty  well  what  Glacier  said  their  load  growth  would  be,  what 
Montana  Power  Company  thought  it  would  be,  and  it  provided  a 
7%  load  growth  in  that  little  corner  of  the  state  and  for 
that  particular  area  and  transmission  line.  It  had  nothing  to 
to  with  Montana  Power  Company's  system  of  load  growth. 

You  testified  rather  briefly  to  the  town  of  Colstrip  and  its 
ownership,  did  you  not? 

Yes,  sir. 

Are  there  any  plans  now  to  sell  all  or  a  portion  of  the 
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buildings  or  the  actual  lands  on  which  buildings  are  located, 
as  well  as  houses,  in  the  future? 

A  Yes,  sir. 

Q  What  are  those  plans? 

A  We  have  no  ambition  to  own  property  in  Colstrip  that  we  don't 
employ  for  our  own  use.  We  don't  want  any  company  town.  The 
only  reason  that  we  have  kept  it  as  a  company  town  is  so  we 
would  have  some  jurisdiction  over  the  kind  of  development  so 
we  could  see  to  it  that  the  master  plan  was  pursued,  so  that 
it  didn't  turn  into  a  typical  western  mining  camp,  and  we 
wanted  that  sort  of  control  over  the  town  until  it  was  develop¬ 
ed.  We  wanted  good  business  houses,  we  wanted  parks,  and  we 
wanted  playgrounds,  and  we  wanted  bicycle  paths,  and  we  wanted 
all  of  the  amenities  that  people  might  want  to  have  in  a  nice 
community.  Now  that  that  is  nearing  fruition,  we're  trying  to 
get  rid  of  that  town.  We  have  filed  a  platting  with  the  Coun¬ 
ty  Commissioners  of  Rosebud  County,  and  as  soon  as  we  can  get 
all  of  the  surveying  done,  any  of  those  people  who  own  a  house 
down  there  or  anyone  who  wants  to  buy  that  business  property, 
it  is  for  sale,  believe  m el 

MR.  BELLINGHAM:  No  further  questions. 

HEARINGS  EXAMINER:  Re-cross  by  the  Department  of 
Natural  Resources. 

CONTINUATION  OF  EXAMINATION  OF  GEORGE  W.  O'CONNOR 

Re-Cross 

By  the  Department  of  Natural  Resources  and  Conservation 

By  Mr.  Shenker 

Q  Mr.  O'Connor,  I  think  you  were  telling  us  earlier,  sir,  about 
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your  assignments  now  for  the  Montana  Power  Company  to  attend 
meetings  of  some  of  their  subsidiary  interests,  is  that  right: 
Yes,  sir. 

What  are  those? 

Oh,  we  have  some  investments  in  Big  Sky  of  Montana,  and  I 
attended  several  meetings  having  to  do  with  Big  Sky,  Board  of 
Directors'  meetings,  as  a  matter  of  fact.  I  attended  a  meet¬ 
ing  in  Canada  of  Canadian  subsidiaries,  even  though  I  am  not 
an  officer  or  director,  of  the  Canadian  subsidiaries  any 
longer.  I  attended  a  meeting  in  Canada  of  those  subsidiary 
interests. 

What's  the  interest  of  the  power  company  in  Big  Sky? 

We  have  some  stock  in  Big  Sky. 

You  own  stock  in  Big  Sky? 

Yes,  sir. 

How  much? 

Oh,  I  suspect  our  ownership  might  be  maybe  —  I'd  be  guessing 
3  -  4  -  5%  --  I'm  guessing. 

You  are  a  director  of  the  Big  Sky  Development? 

I'm  a  director  of  Big  Sky,  yes,  sir. 

Has  anyone  else  from  Montana  Power  Company  been  a  director 
along  with  you  on  the  Big  Sky  board? 

Not  from  the  Montana  Power  Company,  no,  sir. 

Is  this  investment  of  the  Montana  Power  Company  something  that 
it  does  directly,  or  through  Western  Energy  Company  or  some 
other  subsidiary? 

No,  this  is  something  that  it  does  directly. 

Does  the  return  on  the  investment  in  Big  Sky  go  into  the  same 
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pot  with  the  return  of  investment  of  the  operating  utility? 

A  Yes,  sir. 

Q  Does  the  power  company  have  other  similar  investments  like 

that  of  Big  Sky? 

A  They  have,  from  time  to  time,  and  I  think,  still  have  some 

other  modest  investments.  They  have  a  little  stock  in  a  com¬ 
munity-built  hotel  in  Lewistown,  I  think,  a  few  things  like 
that . 

Q  Those  all  go  into  the  pot,  along  with  the  rates  coming  from 
the  customers? 

A  Yes,  sir. 

Q  Now,  Mr.  O'Connor,  you  have  been  telling  us,  sir,  about  the 

comparative  advantages  of  going  hydro  versus  thermo.  Did  you 
not  tell  us,  sir,  that  it's  your  view  that  the  coal  field  was 
purchased  by  Montana  Power  Company  through  Western  Energy 
eventually  having  been  set  up,  because  the  hydro  had  been  ex¬ 
hausted? 

A  I  said  that  most  of  the  economically  developable  hydro  projects 
in  Montana  had  pretty  well  been  developed. 

Q  Would  it  be  your  opinion,  sir,  that  6,000  megawatts  of  develop¬ 
able  hydroelectric  capacity  is  either  not  developable  or  not 
economic? 

A  Oh,  I  don't  know  about  6,000.  I'm  sure  a  lot  of  it  isn't 
economic . 

Q  How  much  is? 

A  Well,  we  always  used  to  think  that  120  megawatts  of  energy 

were  economically  developable  in  Buffalo  2  and  4,  but  as  time 
goes  on  and  costs  escalate,  it's  beginning  to  look  questionable. 
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Q  I'll  ask  you  to  assume,  sir,  that  there  are  some  6,000  mega¬ 
watts  of  electric  capacity,  for  which  engineering  feasibility 
has  been  done  by  the  Federal  Power  Commission,  and  with  that 
assumption,  sir,  what  would  be  your  testimony  as  to  what  per¬ 
centage  of  that  hydroelectric  capacity,  do  you  think  is  eco¬ 
nomically  available? 

A  Maybe  120  megawatts  at  Buffalo  Rapids. 

Q  120  out  of  6,000,  is  that  right? 

A  That's  about  what  I  would  expect.  You  asked  me  for  my 

opinion  --  that's  what  it  is. 

Q  Mr.  O'Connor,  are  you  aware  of  any  studies  ever  done  by  the 
Montana  Power  Company  to  determine  the  economic  feasibility 
of  additional  hydroelectric  facilities  for  the  Montana  Power 
Company  other  than  in  connection  with  those  covered  by  the 
Bechtel  1964  studies? 

A  No,  I  don't  think  I  know  of  any  others. 

Q  So  it’s  your  testimony,  then,  that  you  decided  not  to  go  to 
hydro  based  upon  not  having  studied  that  question,  is  that 
right? 

A  Oh,  we  studied  it  in-house,  of  course. 

Q  Do  you  know  that  there  are  written  studies  in-house  with  re¬ 
spect  to  the  economic  capacity  of  developing  additional  hydro 
electric  facilities? 

A  I  don't  know  whether  they're  written  or  not. 

Q  There  may  have  been  some  oral  studies  in-house? 

A  I'm  sure  that  the  review  of  the  1964  Bechtel  study  was  made 
by  our  engineers,  and  they  recalculated  Bechtel's  numbers; 
whether  they're  written  out,  whether  they're  preserved  for 
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posterity,  I  just  can't  tell  you. 

Q  You  never  heard  anybody  tell  you  that  they  were,  have  you? 

A  No. 

Q  The  Western  Energy  Company  was  formed  in  1967,  something  like 
that? 

A  That  general  area  of  time. 

Q  So  that  was  when  you  decided  to  build  the  Corette  plant? 

A  When  we  decided  to  mine  coal  for  delivery  to  the  Corette 

plant.  The  Corette  plant  was  already  under  construction. 

Q  So  you  decided  to  build  the  Corette  plant  in  1964,  didn't  you? 

A  Yes,  sir. 

Q  And  that's  the  time  that  you  decided  to  buy  the  coalfields? 

A  No,  we  bought  the  coalfields  before  that. 

Q  You  already  had  the  coalfields,  and  subsequently  you  decided 

to  build  the  coal-fired  generating  plant? 

A  Yes,  sir. 

Q  About  that  point,  you  also  decided  that  the  coal  to  be 

supplied  to  that  coal-fired  generating  station  would  be  com¬ 
petitively  furnished  by  the  coalfields  that  you  purchased? 

A  Yes,  sir. 

Q  Can  you  tell  me,  Mr.  O'Connor,  whether  anyone  on  behalf  of 

the  Montana  Power  Company  has  obtained  a  bid  for  the  furnish¬ 
ing  of  coal  to  the  J.  E.  Corette  plant  from  any  coalfield 
other  than  yours? 

A  I  think  that  the  closest  coalfield  to  us  was  the  Sheridan  Mine 
in  Wyoming,  and  I  know  that  we  got  a  quotation  from  them  on 
what  they  would  charge  for  coal  on  a  long  term  basis  for  the 
Corette  plant. 
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Q  Since  that  time,  has  any  other  bid  been  invited  from  any 
other  supplier  of  coal? 

A  I  don't  think  after  you  enter  into  a  long  term  contract  with 
somebody  that  you  solicit  bids  during  the  term  of  that  con¬ 
tract. 

Q  Your  answer  is  no,  then,  isn't  it? 

A  Certainly. 

Q  What  is  the  term  of  the  contract? 

A  I  think  it  is  for  the  life  of  the  plant,  at  least,  it's  for 

twenty  years,  I'm  sure. 

Q  It  is  a  20-year  contract? 

A  I  suspect  that  that's  the  term  of  the  contract.  That's  what 
most  of  our  coal  contracts  are  on  a  long  term  basis. 

Q  How  many  operating  coalfields  are  there  now  in  eastern  Mon¬ 
tana? 

A  Well,  Decker  Coal  Company  has  one  at  Decker,  Montana.  Peabody 
Coal  Company  has  one  at  their  Big  Sky  Mine,  which  is  five 
miles  out  of  Colstrip.  Westmorland  has  a  mine  at  Stocker 
Creek,  and  there  is  still  a  mine  at  Savage,  Montana,  operated 
by  Knife  River.  Those  are  all  that  come  to  my  mind  right  now. 

Q  About  five  altogether  right  now? 

A  I  think  there  are  about  five. 

Q  Colstrip  No.  1  is  comong  on-stream  some  time  this  year,  isn't 
it? 

A  Yes,  sir. 

Q  You  must  have  a  coal  contract  to  supply  Unit  No.  1  by  now, 

don't  you? 

A  Yes,  sir. 
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Q  That's  a  contract  between  the  Colstrip  management  and  Col- 
strip  1  and  2,  which  is  the  Montana  Power  Company  and  Puget 
Sound  on  the  one  hand,  and  Western  Energy  Company  on  the  other 
hand,  right? 

A  That's  right. 

Q  Before  entering  into  that  contract,  presumably  you  did  get 
competitive  bids  from  the  other  five  suppliers  of  coal,  did 
you  not? 

A  No ,  I  don't  think  so. 

Q  Are  you  intending  to  get  competitive  bids  from  the  other 

suppliers  of  coal  for  purposes  of  determining  the  best  con¬ 
tracts  for  Colstrip  3  and  4? 

A  No,  sir. 

Q  Of  course,  the  Western  Energy  Company  profits  are  reported  in 

your  consolidated  earnings,  aren't  they? 

A  Yes . 

Q  Paul  Schmechel  is  the  Vice  President  of  the  Montana  Power 
Company? 

A  Yes,  sir. 

Q  And  Vice  President  of  Western  Energy  Company? 

A  Yes,  sir. 

Q  You  told  us  something,  Mr.  O'Connor,  about  the  servicing  the 
Montana  Power  Company  does  for  cooperatives? 

A  Yes,  sir. 

Q  And  of  course,  you  also  told  us  that  the  cooperatives  are 
serviced  by  other  folks,  as  well? 

A  Yes . 

Q  Such  as  the  Bonneville  Administration? 
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A  Right. 

Q  You  know,  don't  you,  Mr.  O'Connor,  that  the  Bonneville  Ad¬ 
ministration,  as  a  federal  agency,  is  required,  of  course, 
first  to  give  priority  to  public  or  governmental  facilities 
and  cooperative  before  they  go  to  private  utilities? 

A  I  understand  that. 

Q  And  with  respect  to  the  relationship  that  you  have  with  the 

Bonneville  Power  Administration,  what  can  you  tell,  sir,  about 
generally  what  the  Montana  Power  Company  furnishes  to  Bonne¬ 
ville  and  what  do  they  furnish  to  you  in  terms  of  peaking  or 
energy? 

A  There's  an  interchange  of  power  to  some  degree  regularly,  as 

there  is  between  other  companies.  We  do  have  a  long  term  con¬ 
tract  with  Bonneville  Power  Administration,  which  had  a  pro¬ 
vision  in  it  that  it  could  be  canceled  on  five  years'  notice 
for  the  delivery  of  firm  power  from  Bonneville. 

Q  Firm  peaking  or  energy? 

A  Firm  power,  firm  power. 

Q  Energy? 

A  Energy,  and  some  peak.  I  think  we  had  40  megawatts  of  energy 
and  10  megawatts  of  peak. 

Q  That's  what  you're  supposed  to  give  them? 

A  That's  what  they're  supposed  to  give  us. 

Q  What  do  you  give  them? 

A  Whenever  we  have  any  surplus,  we  can  put  it  into  their  system. 

Q  What  do  you  usually  give  them,  peaking  or  energy? 

A  Well,  we  must  give  them  peak,  because  I  don't  think  that 

generally  we  are  able  to  --  it  may  be  both.  It  can  be  both, 
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of  course. 

Q  But  the  standard  operating  practice  with  which  you're  familiar 
is  that  the  Montana  Power  Company  supplies  peak  resources  to 
Bonneville,  and  Bonneville  supplies  energy  resources  to  Mon¬ 
tana  Power? 

A  Well,  I'm  sure  there's  an  interchange  of  power  back  and  forth 

between  the  two.  It  isn't  a  matter  who  supplies  whom.  There's 
only  one  contract  that  exists  between  us  for  furnishing  of 
power.  Bonneville  furnishes  us  with  40  megawatts  of  energy 
and  peak. 

Q  Is  it  not  generally  true,  Mr.  O'Connor,  that  as  the  power 

flows  back  and  forth  on  the  lines,  the  Montana  Power  Company 
generally  is  called  upon  to  get  the  peaking  resource  over  to 
Bonneville  and  its  system,  and  Bonneville  is  called  upon  to 
bring  its  energy  into  your  system? 

A  Well,  if  it's  available. 

Q  But  that  is  generally  the  case,  is  it  not? 

A  I  think  that's  a  reasonable  assumption. 

Q  And  it  would  be  yours? 

A  Yes,  right. 

Q  I  believe  you  told  us  earlier,  Mr.  O'Connor,  that  you  first 

conceived  of  the  Colville  complext  project  in  1963  or  1964,  is 
that  right? 

A  No,  I  don't  think  that's  when  I  told  you  Colstrip  was  originally 
conceived . 

Q  That's  not  when  it  was  originally  conceived? 

A  No,  sir. 

Q  When  was  the  Colstrip  complex  first  originally  conceived? 
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A  While  we  were  buying  a  second  generating  station  at  the 
Corette . 

Q  Which  began  in  1964,  did  it  not? 

A  That's  when  the  Corette  station  was  started  under  construc¬ 
tion,  the  first  Corette  station. 

Q  Is  it  your  testimony,  Mr.  O'Connor,  that  when  the  first 

Corette  station  was  under  construction,  there  had  been  no  pro- 
vions  made  for  the  second  duplicate  Corette  station  at  the 
same  time? 

A  Oh,  I'm  not  sure  that  there  were  no  thoughts  of  never  needing 
another  generating  plant,  but  at  least,  there  were  no  plans 
put  together  for  a  second  Corette  station.  The  site  would 
accommodate  it,  the  site  was  bought  to  accommodate  a  second 
station,  but  it  wasn't  definitely  decided,  as  time  has  in¬ 
dicated,  that  a  second  station  would  be  built. 

Q  You  know  Warren  Leffmann,  don't  you? 

A  Yes,  sir. 

Q  Who  is  he? 

A  He  works  for  Bechtel  Corporation. 

Q  And  he's  the  project  engineer  on  Colstrip  units  1,  2,  3  and 

4,  isn't  he? 

A  I  can't  tell  you  exactly  what  his  title  is. 

Q  Well,  he's  in  charge  of  Colstrip  units  1,  2,  3  and  4,  except 
for  the  administrative  material  handled  by  Mr.  McCaughan, 
isn't  he? 

A  He  may  be.  Could  be. 

Q  He  had  similar  responsibilities  with  respect  to  Corette  sta¬ 
tion  2? 
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He  was  involved  in  Corette  station  No.  1. 


Q  Hasn't  he  ever  told  you  that  when  the  Bechtel  Corporation 

did  the  designing  for  the  Corette  station  that  they  also  took 
into  consideration  the  likelihood  that  they  would  be  called 
upon  to  build  a  duplicate  plant  at  the  Corette  site? 

A  Certainly,  I  mentioned  that.  We  bought  the  Corette  site  with 
the  idea  that  it  would  accommodate  two  plants. 

Q  So  you  knew  that  the  contractor,  as  well,  was  taking  that  intc 
consideration,  in  their  design? 

A  I  suspect  that  they  did,  certainly.  If  you're  going  to  desigr 
a  plant  so  you  can  put  another  one  alongside  of  it,  you  would 
need  to  take  it  under  consideration. 

Q  Is  it  your  testimony  today,  sir,  at  this  moment,  that  you 

believe  the  Colstrip  complex  was  first  conceived  by  the  Butte 
group  in  1968  or  1969? 

A  The  Colstrip  complex  was  first  conceived  when  we  started 
studying  where  we  would  definitely  put  a  generating  plant 
after  Corette. 

Q  When  did  you  start  that  planning? 

A  I  would  suspect  it  would  be  about  1968. 

Q  Is  it  not  true,  Mr.  O'Connor,  that  when  you  ordered  a  boiler 

and  a  turbine  for  the  duplicate  Corette  station  plant  that 
is  Corette  No.  2, you  did  so  by  specifying  to  the  vendor  that 
there  would  have  to  be  an  alternate  considered? 

A  We  specified  that  we  wanted  the  privilege  of  taking  a  boiler 
in  either  size  180  or  a  330. 

Q  And  did  you  specify  when  you  let  the  contract  for  the  boiler 

and  turbine  for  Corette  Station  No.  2  that  you  might  decide  to 
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build  it  elsewhere? 


A  I  suspect  that  when  the  boiler  and  turbine  orders  were  let, 
we  knew  where  we  were  going  to  build  it. 

Q  Well,  the  fact  is  that  you  did  make  orders  for  boilers  and 
turbines  for  Corette  No.  2,  didn't  you? 

A  As  a  possibility. 

Q  Just  as  you  let  orders  for  contracts  for  boilers  and  turbines 
for  the  Colstrip  units  3  and  4? 

A  Yes,  sir. 

Q  And  what  did  you  do  with  the  boilers  and  turbines  that  you 
had  ordered  for  Corette  Station  No.  2? 

A  They  were  never  ordered  for  the  Corette  Station  No.  2.  They 
were  ordered  for  a  power  plant,  one  of  the  alternates  of 
which  might  be  Corette.  ; 

Q  Mr.  O'Connor,  when  that  was  the  way  in  which  you  proceeded 
for  ordering  your  boilers  and  turbines  at  that  time,  why 
didn't  you  do  the  same  thing  when  it  came  to  Colstrip  3  and 
4,  namely,  one  of  the  alternatives  might  be  to  put  those 
boilers  and  turbines  in  Colstrip  3  and  4? 

A  We  didn't  order  alternatives  for  Colstrip  3  and  4. 

Q  Why  didn't  you? 

A  Because  the  selection  and  the  size  had  been  made. 

Q  Is  it  your  testimony  that  the  selection  and  size  had  been 

made  for  Colstrip  3  and  4  more  definitively  than  had  been  made 
when  you  order  the  boilers  and  turbines  for  the  second  Corette 
unit? 

A  Yes,  sir,  that  is  exactly  what  I'm  trying  to  say  to  you. 

Q  But  you  do  not  deny,  do  you,  sir,  that  you  did  take  the 
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opportunity  to  make  flexible  specifications  in  your  order  of 
the  boiler  and  turbine  at  the  Corette  Station  No.  2  so  that 
you  could  get  out  of  those  if  you  wanted  to? 

We  made  flexible  plans  for  a  generating  station.  It  didn't 
necessarily  need  to  be  Corette  Station  No.  2.  We  were  not 
married  to  that  site. 

But  when  you  ordered  a  boiler  and  a  turbine  for  Corette  3  and 
4,  you  were  married  to  that  site? 

You're  right. 

And  you're  opposed  to  divorce  for  Colstrip  3  and  4? 

I  sure  am. 

Why  is  it  that  divorce  was  more  acceptable  for  Corette  No.  2? 
Because  of  the  factors  that  I  have  mentioned  previously. 

When  we  decided  that  in  the  best  interests  of  this  company  and 
our  partner,  we  would  go  to  a  larger  size,  the  Corette  site 
lost  most  of  its  attractiveness,  and  Colstrip  became  a  better 
site  for  us. 

That  loss  of  attractiveness  and  that  decision  to  move  away 
was  made  after  you  ordered  your  boilers  and  turbines? 

Yes,  certainly. 

HEARINGS  EXAMINER:  That's  generally  the  cause  of 


divorce,  too. 

Now,  Mr.  O'Connor,  you  don't  want  us  to  believe,  do  you,  sir, 
that  the  Montana  Power  Company  entered  into  a  contract  with  th 
Westinghouse  Corporation  for  boilers  and  turbines  that  don't 
have  cancellation  clauses? 

I  testified  that  they  had  cancellation  clauses  in  them. 

That's  one  of  the  prudent  things  you  do  when  you  negotiate 
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contracts,  is  you  know  you  may  have  to  change  your  mind  as 
to  what  you  want  to  do,  isn't  that  right? 

Well,  it  depends  upon  what  the  contract  may  be  about,  but  in 
this  case,  where  it  covered  boilers  and  turbines,  they  provide 
a  cancellation  clause.  This  is  on  the  record  at  least  in  ten 
different  places. 

What  places? 

The  places  that  we  have  testified  that  they  had  cancellation 
clauses  in  these  contracts. 

You  realize,  Mr.  O'Connor,  don't  you,  that  you're  the  first 
witness  in  this  proceeding? 

Yes,  and  I've  been  asked  the  same  question  over  and  over  and 
over  again. 

I  certainly  apologize,  Mr.  O'Connor,  for  being  repetitive, 
when  you  accuse  me  of  doing  that,  sir,  but  I  think  the  record 
will  speak  for  itself. 

Oh,  the  record  will  speak  for  itself. 

Is  it  not  prudent  business  practice  to  put  into  your  contracts 
for  such  matters  as  boilers  and  turbines  cancellation  clauses  \ 
in  order  to  guide  yourself  for  the  circumstances  in  which  you 
might  change  your  mind? 

It  is  prudent  to  put  in  cancellation  clauses  if  you  think  you  j 
might  want  to  cancel. 

And  you  put  those  in  for  that  reason,  did  you  not? 

Yes,  certainly. 

I  believe  you  told  us,  Mr.  O'Connor,  that  Colstrip  3  and  4, 
in  effect,  were  called  for  because  Colstrip  1  and  2  were  there , 
but  that  Colstrip  5  and  6  are  not  called  for  because  of  the 
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presence  of  Colstrip  1,  2,  3  and  4.  That's  a  fair  statement 
of  what  your  testimony  is? 

A  That's  a  fair  statement. 

Q  Why  isn't  Colstrip  5  and  6  beckoned  by  the  presence  of  Col¬ 
strip  1,  2,  3  and  4? 

A  In  the  first  place,  they  would  not  accommodate  Colstrip  No. 

6  physically.  It  would  accommodate  another  generating  sta¬ 
tion,  5,  but  6  is  out,  because  it  wouldn't  accommodate  it 
physically,  so  maybe  we  can  confine  the  discussion  to  5. 

Q  For  now  —  go  ahead. 

A  Five  has  not  even  been  planned. 

Q  If  5  hasn't  been  planned,  what  did  you  have  in  mind  when  you 
told  the  Department  of  Natural  Resources  when  you  filed  your 
long  range  plan  in  1973,  as  required  by  law,  that  you  were 
considering  the  building  of  an  additional  coal-fired  steam 
generating  station? 

A  Because  that's  exactly  what  we  mwant  to  say,  that  in  the  long 
range,  we  would  need  to  build  another  coal-fired  generating 
station  some  time  in  the  80 's.  It  had  no  reference  to  Col¬ 
strip  5  or  any  other  number. 

Q  How  big? 

A  I  don't  know  if  it  had  any  reference  to  size. 

Q  Did  you  not  have  under  your  consideration  the  size  of  the 

facility  that  you  had  in  mind? 

A  No,  sir,  we  don't  have  any  size  in  mind. 

Q  You  still  don't? 

A  No,  sir. 

Q  Never  have? 
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No,  sir. 

You  have  told  us  that  Colstrip  6  --  assume  that’s  a  700- 
megawatt  facility  —  would  not  be  physically  capacitated  by 
the  Colstrip  site? 

By  the  present  site,  yes,  sir. 

And  Colstrip  5,  assuming  that's  a  700-megawatt  facility,  woulc 
be  physically  capacitated? 

I  think  it  would  accommodate  another  station. 

Would  a  smaller  sixth  unit  be  accommodated  on  the  site? 

It  depends  on  what  size  5  would  be. 

Let's  assume  that  5  is  700  megawatts.  Would  you  have  room 
for  another  unit? 

Very  small,  perhaps.  I'm  not  sure  that  that  would  be  true. 

I  just  don't  know  whether  physically  there  would  be  room  to 
put  another  plant  after  Colstrip  5  were  built. 

Looking  at  the  decisions  for  3  and  4  at  that  site,  they  are, 
as  I  understand  them,  that  you  already  had  existing  facilities 
and  therefore  there  were  economies  that  you  could  effect  in 
terms  of  construction  going  on  essentially  at  the  same  time 
for  some  period? 

This  is  one  of  the  economies. 

You  already  had  existing  facilities  and  therefore,  at  the 
end  of  the  completion  of  construction,  you  could  economize  on 
the  manpower  necessary  to  service  the  entire  complex? 

This  is  one  of  the  considerations. 

You  knew  that  you  had  available  coal  which  would  be  sufficient 
for  all  four  units? 

Yes,  sir. 
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Q  You  knew  that  you  had  available  water  that  would  be  suffici¬ 
ent  for  all  four  units? 

A  Yes,  sir. 

Q  You  knew  that  you  had  suitable  ash  ponding  for  the  disposals 
from  all  four  units? 

A  We  thought  we  could  develop  suitable  ash  ponding. 

Q  And  to  date  you  have  done  nothing  further  to  develop  suitable 
ash  ponding  for  3  and  4  than  you  have  already  done  for  1  and 
2? 

A  I  think  up  to  date  we  have  done  nothing  in  the  way  of  con¬ 
struction  on  3  and  4  at  all. 

Q  Well,  for  plans,  you  have  nothing  at  all  for  ash  ponding  for 

3  and  4  that  goes  beyond  what  you've  done  for  1  and  2? 

A  I  don't  think  that  necessarily  follows. 

Q  What  additional  planning  have  you  done  for  ash  ponding  3  and 

4  that  are  not  for  1  and  2? 

A  I  suspect  that  some  attention  has  been  given  to  where  the 
ash  ponding  would  be  in  3  and  4 . 

Q  Don't  you  know  that  the  ash  ponding  for  3  and  4  is  going  to 

be  in  the  same  place  as  1  and  2? 

A  I  suspect  that  that  was  the  consideration  given  to  it. 

Q  And  it  is  true  that  there  have  been  no  steps  taken  at  any 

time  to  make  further  provision  for  the  ash  ponding  for  3  and 
4  than  has  already  been  provided  for  1  and  2? 

A  Well,  Mr.  Shenker,  we  haven't  made  any  provisions  to  do  any¬ 
thing  on  3  and  4.  We're  prohibited  from  doing  so  until  we 
get  a  permit. 

Q  You  have  engineers  who  are  supposed  to  be  doing  designs,  don't 
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you? 

A  Yes,  sir. 

Q  Have  they  done  any  designing  for  ash  ponding  for  3  and  4 
beyond  what  has  been  done  for  1  and  2? 

A  I  would  hope  not.  There  isn't  that  big  a  rush  about  the  ash 
ponding  situation. 

Q  And  your  testimony  would  be  the  same  for  surge  ponds  as  for 
ash  ponds,  I  suppose? 

A  Yes,  sir. 

Q  Nothing  more  has  been  done  for  surge  ponding  for  3  and  4 
than  has  been  done  for  1  and  2? 

A  I  wouldn't  be  surprised  if  it  hadn't. 

Q  And  you  do  not  know  that  any  steps  have  been  taken  to  provide 
for  surge  ponding  at  3  and  4  than  at  1  and  2? 

A  I  don't  know  that  they  have. 

MR.  SHENKER:  Is  this  a  suitable  stopping  place, 

Mr.  Hearings  Examiner? 

HEARINGS  EXAMINER:  Let's  adjourn  until  1:30. 

(ADJOURNED  AT  12:05  P.M.) 
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(Following  the  lunch  recess  the  meeting  reconvened  at 
1:35  P.M.,  on  May  23,  1975) 

HEARINGS  EXAMINER:  We  will  go  back  on  the  record. 

You  may  proceed,  Mr.  Shenker. 

CONTINUATION  OF  EXAMINATION  OF  GEORGE  W.  O'CONNOR 

Re-cross  by  Department  of  Natural  Resources  and  Conservation  (cont) 

By  Mr .  Shenker 

Q  Mr.  O'Connor,  where  is  Stocker  Creek? 

A  Stocker  Creek  is  East  of  the  Big  Horn  River,  a  drainage  be¬ 
tween  the  Big  Horn  River  and  Colstrip. 

Q  How  far  is  the  property  which  the  Montana  Power  Company  or 
Western  Energy  Company  purchased  in  the  Stocker  Creek  area 
from  the  Colstrip  site? 

A  Oh,  the  —  we  own  land  on  Stocker  Creek  that  is  from  probably 
two  or  three  miles  to  five  or  six  miles. 

Q  When  did  you  purchase  that  land? 

A  Probably  three  or  four  years  ago.  I  don't  recall  the  date 
of  purchase  of  Stocker  Creek. 

Q  Its  distance  isn't  a  very  big  coal  haul  from  the  coal  mine 
in  Colstrip,  is  it? 

A  Well,  it  would  be,  depending  on  which  part  of  the  coal  mines 
at  Colstrip,  or  the  coal  fields  of  Colstrip,  we  are  talking 
about,  it  would  be  probably  six  or  seven  miles  or  two  or  three 
miles,  depending  on  the  coal  deposit  we  had  in  mind. 

Q  There  would  be  some  coal  deposits  used  for  the  Colstrip  units, 
as  you  now  propose*  that  will  come  from  as  far  as  two  or  three 
miles  from  mine  site  to  the  generating  station,  won't  it? 
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A  I  think  sov 

Q  Sure.  And  all  this  time,  Mr.  O'Connor,  talking  about  how 
the  Colstrip  site  would  not  physically  accomodate  Units  5, 

6,  and  7,  all  of  them,  you've  been  telling  us  that,  based 
upon  the  physical  Colstrip  site  where  sites  are  now  in  con¬ 
struction  for  1  and  2  and  proposed  for  3  and  4,  is  that 
correct? 

A  Yes,  sir. 

Q  And  you  don't  want  us  to  believe,  do  you,  Mr.  O'Connor,  that 
there  is  not  sufficient  land  owned  by  the  Montana  Power  Com¬ 
pany  or  the  Western  Energy  Company  within  a  radius  of  five 
miles  of  the  Colstrip  mines  that  would  not  accomodate  seven 
generating  units? 

A  Oh,  there  is  land  in  that  country  that  would  accomodate  far 
more  than  that. 

Q  Owned  by  Montana  Power  or  Western  Energy? 

A  Yes . 

Q  Yes,  indeed.  And  are  you  not  aware  of  the  fact,  Mr.  O'Connor, 
that  representatives  of  the  Montana  Power  Company  have  stated 
that  the  planned  expansion  into  Units  5,  6,  and  7  will  be  in 
the  property  owned  by  the  Company  on  Stocker  Creek? 

A  No,  I  am  not  aware  of  that. 

Q  Are  you  aware  of  any  such  discussion? 

A  No,  sir. 

Q  Are  you  aware  of  any  such  considerations? 

A  No,  sir.  I  had  no  discussions  about  the  locations  upon  5,  6, 

7. 

Q  But  you  would  certainly  intend  that  those  plants  should  be 
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pretty  close  to  the  coal  deposits,  wouldn't  it? 

A  I  would  hope  they  would  be.  This  is  important. 

Q  Yes.  You're  not  making  any  particular  significance  out  of 

numbers  5,  6,  and  7  by  telling  me  that  you  know  of  no  dis¬ 
cussions  about  locating  such  units  at  Stocker  Creek,  are  you? 

A  No  more  than  you  are. 

Q  Well,  let's  find  out  for  sure  what  game  we're  playing.  You're 
sure,  aren't  you,  that  we're  talking  about  a  generating  unit 
of  700  megawatts  when  we  refer  to  a  Colstrip  5,  6,  or  7? 

A  I  saw  the  paper  which  indicated  that  5  and  6  and  7  would  be 
700  megawatts  in  that  consideration. 

Q  And  that  is  a  memorandum  of  November  17,  1972,  which  is 

Applicant's  Exhibit  16  in  this  proceeding,  is  that  correct? 

A  Yes,  sir. 

Q  And  that  memorandum  is  entitled  "Colstrip  Pacific  Northwest 
Study,"  isn't  it? 

A  I  think  that  was  the  title  that  was  on  it. 

Q  Yes.  So  whether  we  call  the  three  additional  units  described 

in  that  memorandum  as  Colstrip  5,  Colstrip  6,  or  Colstrip  7 
or  whether  we  call  them  X,  Y,  and  Z,  my  question  to  you,  sir, 
is:  Are  you  not  aware  of  any  consideration  that  has  been 

given  to  the  location  of  such  units  in  an  area  not  distant 
from  the  Colstrip  mines? 

A  No,  and  I  am  not  aware  of  any  consideration  that  has  been 
given  to  it. 

Q  What  are  you  going  to  do  with  the  land  at  Stocker  Creek? 

A  We'd  like  to  take  it  for  some  of  the  land  that  overlays  the 

coal  where  we  don't  have  the  surface  rights.  That  was  the 
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principal  purpose  in  purchasing. 

Q  Speaking  of  that  coal,  Mr.  O'Connor,  how  much  of  the  coal 

in  the  general  Colstrip  area  of  the  Rosebud  seam,  for  example, 
do  you  think  you  cannot  use  because  of  the  sulfur  content 
or  other  problems? 

A  The  Rosebud? 

Q  Sure. 

A  I  don't  think  that  there  is  probably  very  much  of  the  Rosebud 
that  we  cannot  use. 

Q  Not  up  in  the  McKay  seam? 

A  Well,  I  think  there  is  a  considerable  of  the  McKay  seam  that 
we  may  not  be  able  to  use  with  present-day  technology. 

Q  What  studies  are  you  aware  of,  Mr.  O'Connor,  that  have  com¬ 
pared  the  reduced  cost  of  operating  Colstrip  Units  1,  2,  3, 
or  4,  with  coal  having  a  lower  sulfur  content  than  the  Rosebud 
seam  or  the  McKay  seam? 

A  I  don't  —  I  know  of  no  studies. 

Q  But  you  know,  of  course,  that  there  is  coal  in  Wyoming,  across 
the  border  which  has  a  sulfur  content  of  something  less  than 
four  or  five  tenths  of  one  percent? 

A  Yes,  sir. 

Q  Something  in  the  range  of  —  of  what,  60  percent  of  the  sulfur 
content  of  the  Rosebud  coal,  on  the  average? 

A  Oh,  maybe  half. 

Q  Yes,  50  to  60  percent. 

A  Right. 

Q  Yes,  and  you  know,  therefore,  that  it  would  be  cheaper,  in 

terms  of  the  capital  investment^  at  the  Colstrip  facilities 
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to  operate  with  the  coal  that  has  a  lower  sulfur  content  than 
you  are  now  planning  to  use? 

A  That  depends  on  what  the  coal  costs  you  when  it  gets  to  Col- 
strip  . 

Q  Sure.  And  in  order  to  find  that  out>  whereas,  you  would  have 
had  to  study  the  question  of  the  same  things  in  terms  of  the 
capital  investment  for  your  pollution  control  systems  and  the 
other  designs  and  parameters  of  your  overall  plans,  is  that 
correct? 

A  And  the  freight  rates. 

Q  Sure.  And  those  were  all  questions  not  studied,  right? 

A  Oh,  I  think  those  questions  were  unquestionably  looked  at. 

When  you  say  "studied"  you  expect  me  to  have  a  volume  of 
papers  to  hand  you  and  I  don't  have  those. 

Q  Well,  even  a  single  page  would  be  fine,  Mr.  O'Connor,  do  you 
know  of  any  written  study  of  that  question? 

A  I  know  of  no  written  study  of  that  question. 

Q  Now,  Mr.  O'Connor,  is  it  not  your  view,  sir,  that  hydro¬ 
electric  facilities  are  inherently  more  reliable,  as  that 
term  is  used  within  the  utilities  industry,  than  coal-fired 
thermo  generating  facilities? 

A  I  think  they  are,  yes,  sir. 

Q  Is  it  not  also  true,  sir,  that  the  capital  cost  for  developing 
a  hydro-electric  facility  today  is  less  than  the  capital  cost 
for  developing  a  coal-firol  thermo  generating  facility  of 
equivalent  megawatt? 

A  At  what  site? 

Q  Let  me  frame  it  broadly  for  you.  Do  there  not  exist  sites 
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at  which  hydro-electric  facilities  would  cost  less  than  coal- 
fired  thermo  generating  facilities  at  any  site  for  producing 
the  same  amount  of  megawattage  of  energy? 

A  Well,  I'm  not  sure  of  that  at  all. 

Q  You're  not  sure  of  that  at  all? 

A  No.  . 

Q  Do  you  think  no  matter  where  you  put  a  hydro-electric  facility 
down,  its,  by  gosh,  going  to  cost  more  for  capital  investment 
than  a  coal-fired  station  no  matter  where  its  put  down? 

A  Any  time  that  you  build  a  hydro-electric  site,  the  cost  of 
building  that  hydro-electric  site  on  a  per  kilowatt  basis 
depends  entirely  and  totally  on  the  site  itself  and  it  would 
be  totally  speculati\e  for  me  or  anyone  else  to  try  to  say 
what  it  takes  to  develop  a  hydro-electric  site  unless  I 
know  something  about  the  site. 

Q  What's  the  cheapest? 

A  Well,  in  what  year? 

Q  Now. 

A  Well,  I  don't  know  of  any  cheap  ones. 

Q  What's  the  cheapest  of  the  ones  you  know? 

A  Well,  I  don't  know  as  I  know  what  it  would  cost  to  develop 
any  site,  anywhere  except  possibly  Buffalo  Rapid  3  and  4  and 
I  haven't  seen  enough  data  on  that. 

Q  When  is  the  last  time  you  saw  any  figures  on  what  it  costs 
to  build  a  hydro-electric  power  generating  site? 

A  I  guess  the  last  figures  I  probably  saw  on  the  cost  of  a 

hydro-electric  site  was  the  Snake  River  numbers,  and  I  don't 
recall  them.  But  I  could  make  them  available  to  you. 
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A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 


A 

Q 

A 

Q 


Oh,  I  see,  Mr.  O'Connor,  but  you're  the  one  who's  supposed 
to  be  testifying  and  that's  why  I  want  to  know,  sir,  whether 
you  know  of  any  costs  today  of  building  hydro-electric  fac¬ 
ilities  at  all. 

No,  sir,  not  in  dollars,  and  if  I  knew  the  cost  today,  it 
would  be  different  tomorrow. 

Well,  that's  true  with  coal-fired  thermo  generating  stations, 
too . 

Could  be . 

Why  is  it  different  for  coal  than  it  is  for  water? 

Why  is  it  different? 

Yes . 

Because  of  the  site. 

But  it's  the  same  proposition  isn't  it,  Mr.  O'Connor,  that  the 
costs  change  on  a  rapid  basis  sometimes  both  for  coal-fired 
thermo  generating  stations  and  for  hydro-electric  generators? 
They  very  well  could,  and  in  most  cases  do.  They  both  change 
upward,  not  necessarily  in  the  same  degree. 

And  you  will  see,  will  you  not,  Mr.  O'Connor,  that  the  cost 
at  which  hydro-electric  facilities  are  operated  is  less  than 
the  cost  for  the  operation  of  the  coal-fired  generator 
stations? 

Yes,  sir. 

And  therefore,  the  operation  of  stations  are  cheaper  for  the 
rate  payers  as  well? 

Yes,  sir. 

Part  of  the  reason  for  the  cheaper  cost  of  the  operation  of 
hydro-electric  facilities  is  that  you  don't  need  too  large 
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a  reserve,  is  that  correct? 

A  Part  of  it  —  a  big  reason,  of  course,  is  you  don't  have  any 
fuel . 

Q  That's  the  biggest? 

A  Yes. 

Q  Sure.  But  it's  also  true  that  you  don't  need  nearly  so  much 
reserve  as  far  as  you're  concerned? 

A  I  think  the  reserves  are  less  with  hydro-electric  than  they 
are  with  steam. 

Q  And  do  I  understand  your  testimony  to  be  that  you  do  not  now 

know  what  reserves  are  carried  by  the  Montana  Power  Company?  ^ 

A  Except  in  round  numbers. 

Q  What  are  they  in  round  numbers? 

A  Oh,  probably  15  percent. 

Q  15  percent. 

A  Somewhere  between  that  and  20,  perhaps. 

Q  Do  you  think  you  could  be  off  by  as  much  as  5  or  6  percent 
high? 

A  Could  be.  V 

Q  Could  be  down  around  8  or  9  percent? 

A  I  would  be  surprised  if  it  were  that  low.  As  it  is,  we 

need  Colstrip  3  and  4  real  bad.  We  better  get  some  generation 
on  the  line. 

Q  You  thought  that  we  needed  it  real  bad  even  with  the  what  you 
thought  was  a  15  percent  reserve,  is  that  right? 

A  I  think  so,  yes.  That's  getting  pretty  thin. 

Q  With  a  thin  15  percent  reserve,  that's  the  way  you're  going 
to  operate  from  now  until  1979,  isn't  it? 
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A  We're  going  to  have  some  generation  coming  on  between  now 
and  1979. 

Q  Oh,  what  are  your  reserves  going  to  be  then  between  now  and 


1979? 


A  Well,  I  can't  tell  you  off  hand.  I  don't  think  I  have  the  -- 
at  any  point  studied  our  reserve  numbers  per  se  between  now 
and  1979. 

Q  Because  you  weren't  concerned  about  them? 

A  No,  not  because  I  wasn't  concerned  about  them  but  because  I 
assumed  that  the  planning  that  we  had  left  us  with  adequate 
reserve . 

Q  And  you  still  have  that  assumption,  don't  you? 

A  Yes . 

Q  Do  you  believe  that  there's  been  any  time  over  the  last  five 
or  six  years  that  the  Montana  Power  Company  has  been  oper¬ 
ating  without  adequate  reserves? 

A  Well,  apparently,  we  were  not  because  we  were  able  to  get  by. 
But  under  a  different  set  of  circumstances,  we  might  have  had 
inadequate  reserves. 

Q  Well,  under  the  circumstances  that  have  obtained  over  the 
last  decade,  you  have  had  adequate  reserves,  haven't  you? 

A  I  know  --  I  can't  recall  an  instance  when  we  were  short  of 
reserves  in  the  last  decade,  there  may  have  been. 


Q  You  told  us  some,  Mr.  O'Connor,  about  your  views  of  the 

prices  of  energy  going  up.  That's  true  in  your  view',  is  it 
not,  sir,  with  or  without  Colstrip  3  and  4? 

A  Well,  I  feel,  and  again  this  is  a  personal  opinion  and  not 
one  predicated  on  my  ability  to  project  rates, 
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I  think  that  energy  is  liable  to  go  up  with  or  without  Col- 
strip  3  and  4. 

Q  Now,  it  is  true,  isn't  it,  Mr.  O'Connor,  that  for  some  time, 

sir,  the  Montana  Power  Company  has  been  putting  into  the  ac¬ 

tive  planning  stages  the  construction  of  a  turbine  generator? 

A  What  kind  of  a  turbine  generator? 

Q  Any  kind. 

A  Well,  first,  we've  got  two  stream  turbine  generators  on  order. 

Q  How  about  oil  or  gas-fired  turbine  generators? 

A  We  have  given  thought  to  oil  or  the  gas-fired  turbine  genera¬ 
tors  for  peaking  purposes  on  several  occasions. 

Q  And  your  thoughts  as  to  that  have  gone  into  the  planning 
stages,  haven't  they? 

A  Any  time  that  you  consider  something  in  the  future  as  a  pos¬ 
sibility,  I'd  suspect  that  as  being  cranked  into  the  planning 
stages. 

Q  Well,  you  told  people  that  you  were  planning  for  oil  and  gas- 
fired  turbine  generators  to  come  on  stream  sometime  over  the 
next  five  or  six  years,  didn't  you? 

A  I  don't  know  as  I  have  told  anybody  that;  possibly  I  have. 

Q  Has  the  Company  officially  told  that  to  representatives  of 

the  State  of  Montana? 

A  They  very  well  could  have  put  it  into  a  possible  ten-year 
projection. 

Q  Well,  let's  talk  about  that.  Is  it  your  view,  sir,  the  ten- 
year  plans  that  are  filed  as  long-range  plans  under  the 
Montana  Utility  Siting  Act  are  possibilities? 

A  Yes,  they're  possibilities.  Many  things  about  them  are 
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possibilities.  They  are  not  totally  inflexible,  rigid  deter¬ 
minations  . 

Q  How  do  you  expect  the  policy  planners  for  energy  in  the  state 
of  Montana  to  distinguish  between  which  of  your  plans  are 
possible  and  which  of  your  plans  are  more  than  possible? 

A  When  we  file  an  application  for  generation  is  one  way  for 
them  to  be  able  to  tell. 

Q  Any  other  way? 

A  No,  I  don't  believe  there  is  any  other  way. 

Q  So,  if  you  put  into  your  long-range  plan  that  you're  planning 

to  build  the  350  megawatt  coal-fired  facility,  nobody  should 
rely  upon  that  until  you  actually  file  the  application,  is 
that  right? 

A  Certainly. 

Q  Similarly,  if  you  put  into  your  long-range  plan  that  you  plan 
to  build  a  100  megawatt  oil  or  gas-fired  turbine  generating 
facility  by  1979,  no  one  should  rely  upon  that  until  you  file 
application? 

A  Nobody  should  depend  on  the  fact  that  we  are  going  to  build  it 

Q  Is  there  anything  in  your  long-range  planned  projections  for 

future  facilities  that  anybody  should  depend  on? 

A  Well,  not  that  there's  any  positive  guarantee,  no,  sir. 

Q  How  should  they  rely  on  it? 

A  As  a  projective  means  of  meeting  lows,  a  means  which  is  totally 

flexible,  which  could  change,  the  size  of  the  units  could 

change,  the  kind  of  generation  could  change  and  there  is 
nothing  in  ten-year  projections  that  even  contemplate  that 
we  guarantee  and  bond  that  we  will  pursue  that  particular 
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Q 

A 

Q 

A 


A 


speculation. 

Neither  guarantee  nor  bond  nor  pledge? 

No. 

Nor  promise? 

And  the  law  doesn't  ask  for  that. 

Nor  promise? 

Nor  promise. 

Nor  agree? 

Nor  agree. 

Just  sort  of  speculate. 

That  is  what  the  law  says.  You  shall  speculate  on  what  is 
going  to  be  your  loads  for  ten  years  and  how  you  shall  meet 
them. 

That’s  fine,  Mr.  O'Connor,  the  counsel  representing  the 
applicants,  I'm  sure,  can  tell  us  where  the  law  says  you 
shall  speculate,  but  I  want  to  ask  you,  sir,  about  the  plans 
that  you  know  have  been  made  on  this  kind  of  basis  that  you 
describe.  What  would  you  call  your  long-range  plans,  then 
something  in  the  order  of  a  multiple  choice  quiz  with  one  of 
the  options  being  "none  of  the  above"? 

That's  what  you  called  it. 

MR.  BELLINGHAM:  We  object  on  the  grounds  of  being 
argumentative . 

HEARINGS  EXAMINER:  Sustained. 


You 


told,  Mr.  O'Connor,  a  little  bit  ago, that  one  of  your 


problems  with  respect  to  the  Buffalo  Rapids  project  is  that 
you  hadn't  got  the  permission  from  the  Flathead  Indians  to  pro¬ 
ceed  with  that,  is  that  right? 


t 


t 
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A  Yes,  sir. 

Q  Yes.  You  were  aware,  were  you  not,  Mr.  O'Connor,  that  you 
will  need  the  permission  of  the  Flathead  Indians,  more  part¬ 
icularly,  the  Confederated  Tribes  of  the  Salish  and  Kootenai 
Indians  in  the  Flathead  Reservation  in  order  to  build  your 
proposed  transmission  lines  in  order  to  service  your  proposed 
Colstrip  3  and  4? 

A  We  understand  that. 

Q  Yes.  Then  tell  us,  sir,  why  is  it  that  the  lack  of  permission 
from  the  Flathead  Indians  for  Colstrip  3  and  4  transmission 
facilities  is  not  a  bar  to  your  proceeding  with  Colstrip  3 
and  4  when  the  lack  of  permission  from  the  Flathead  Indians  on 
the  Buffalo  Rapids  is  a  bar  to  your  proceedings  with  that 
application? 

A  Because,  that  application  is  predicated  entirely  on  a  site 
that  belongs  to  the  tribe.  This  application  is  npt  predi¬ 
cated  entirely  upon  that  and  until  we  get  --  until  we  get  a 
permit  under  this  one,  we  don't  get  down  to  try  to  negotiate 
seriously  with  the  Flathead  Tribe,  In  the  absence  of  a  pex^ 
mit,  we  may  never  need  cross  their  reservation. 

Q  Isn't  that  true  of  the  Buffalo  Rapids  project  as  well,  that  in 
the  absence  of  a  license  from  the  FPC,  you'd  never  have  to 
worry  about  the  Flatheads? 

A  That  is  true,  in  the  absence  of  a  license,  we  wouldn't  need 
to  worry. 

Q  Now,  you  also  told  us,  Mr.  O'Connor,  something  of  your  views 
with  respect  to  the  lead-time  for  building  coal-fired  gen- 
era^ing  stations.  What's  the  lead-time  in  building  a  hydro- 
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electric  station? 
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A  Well,  it  depends  on  the  site. 

Q  How  about  the  Buffalo  Rapids  2  and  4? 

A  Well,  it  would  probably  require  lead-time  of  five  or  six  years. 

Q  By  1980,  then  you  could  have  the  Buffalo  Rapids  project  going 

if  you  got  your  license? 

A  If  we  could  get  a  license  today,  I  suspect  that  by  1980  we 
could  have  some  generation  at  Buffalo  Rapids. 

Q  When  is  it  that  the  Portland  General  Electric  Company  intends 
to  have  the  Boardman  facility  able  to  come  on  stream  on  its 
nuclear,  excuse  me,  coal-fired  generating  station? 

A  I  think  that  they  hope  and  plan  to  have  it  on  stream  in  1980. 

Q  1980. 

A  The  nuclear  or  the  coal-fired? 

Q  No,  the  coal-fired. 

A  1980.  They  were  able  to  get  a  permit  in  Oregon. 

Q  Is  there  something  about  the  fact  that  they  can  get  a  permit 

in  Oregon  that  you  think  automatically  suggests  that  you 
should  get  a  permit  in  Montana? 

A  No,  it  automatically  suggests  that  when  we're  talking  about 
lead-time  in  Montana  and  Oregon  that  there's  one  hell  of  a 
difference . 

Q  Was  there  a  plant  at  Boardman  that  generated  any  kind  of 

power  before  the  Portland  General  Electric  Company  obtained 
the  permit  on  its  present  proposed  station  there? 

A  I  think  not. 

Q  Now,  Mr.  O'Connor,  if  it  takes  less  time  in  other  states  to 
build  power  generating  facilities,  then  isn't  your  testimony 
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with  respect  to  the  time  frame  within  which  we  can  proceed 
to  alternatives  for  Colstrip  Units  3  and  4  predicated 
wholly  upon  the  time  frame  that  you  see  in  the  state  of 

Montana? 

And  that  was  the  question  that  was  asked  of  me,  how  long 
would  it  take  to  get  a  generating  plant  on  this  one. 

Okay.  So  you  don't  want  us  to  believe  that  it's  going  to 
take  eight,  nine,  or  ten  years  to  build  a  coal-fired  generat¬ 
ing  facility  in  Oregon  or  Washington  or  Idaho  or  Wyoming, 
do  you? 

I  don't  know,  maybe  Portland  started  four  or  five  years  ago 
for  all  I  know. 

How  long  do  you  think  it  would  take  for  lead-time  to  build 
a  coal-fired  generating  station  in  any  place  outside  the 
state  of  Montana? 

I  don't  know  the  law  in  Washington  or  Oregon  or  Idaho  or 
Wyoming  on  what  the  lead-time  is. 

I  wasn't  asking  you  the  law.  I  was  asking  you  what  you  knew 
as  to  how  long  it  would  take  to  build  a  coal-fired  generating 
station  in  some  place  outside  the  state  of  Montana. 

Oh,  five  years  after  you  got  the  permit. 

Okay.  You,  of  course,  considered  the  lead-time  for  building 
a  coal-fired  generator  station  outside  the  state  of  Montana 
when  you  told  us  that  there  were  no  viable  alternatives  to 
Colstrip  3  and  4,  didn't  you? 

Yes,  sir. 

There  was  some  discussion  here,  Mr.  O'Connor,  with  you  a 
little  bit  ago  about  going  down  the  ski  jump  with  Colstrip  3 
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and  4.  Really,  sir,  isn't  what  you're  telling  us  that,  in¬ 
asmuch  as  you  started  your  planning  for  the  Colstrip  complex 
quite  a  while  ago,  that  as  far  as  you  were  concerned,  there 
was  no  reason  for  you  to  simply  not  to  pursue  what  your  orig¬ 
inal  planning  was  irrespective  of  whether  there  might  have 
been  original  alternatives.  Isn't  that  your  testimony? 

No,  sir.  At  the  time  we  started  filing  the  Colstrip  project, 
there  was  no  siting  act  which  required  us  to  crank  into  our 
consideration  the  delays  that  are  incumbent  upon  us  now  by 
virtue  of  the  siting  act. 

And  a  couple  of  years  ago  when  there  was  a  siting  act,  at 
that  point,  you  didn't  think  it  was  necessary  for  you  to 
consider  any  other  alternatives  either,  did  you? 

Well,  we  didn't  think  it  was  necessary  to  order  equipment 
for  another  alternative,  and  that's  what  would  have  been 
involved. 

Did  you  think  it  was  necessary  to  consider  other  alternatives 
to  Colstrip  3  and  4  when  the  siting  act  was  enacted? 

No,  sir. 

And  that's  the  reason  we  find  ourselves  today  in  your  frame 
of  reference  looking  at  what  you  consider  to  be  no  alternatives 
now,  is  that  right? 

No,  that  isn't  the  reason. 


* 


Q  That  isn't  it? 

A  No,  that  isn't  the  reason. 

Q  Would  you  agree  with  me,  Mr.  O'Connor,  that  if  in  1973  some 
alternative  plans  had  begun  for  the  Montana  Power  Company, 
that  we  would  not  today  be  looking  at  the  fact  that  there 
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are  no  alternatives  in  your  view? 

A  Oh,  if  we  had  been  pursuing  two  concurrent  applications,  I 
suppose  we  could  have  hoped  that  one  of  the  two  might  be 
approved . 

Q  As  a  matter  of  fact,  that's  not  unusual,  is  it,  to  be  pursuing 
more  than  one  application  for  a  power  generating  facility 
at  any  particular  time? 

A  To.  fit  the  same  order,  it  would  be  rare  indeed. 

Q  Well,  at  the  moment,  you  are  pursuing,  as  I  understand  your 
testimony,  at  least  three  different,  perhaps  four  different 
applications  simultaneously,  aren't  you? 

A  To  furnish  the  power  loads  that  we  want  to  furnish  with 
Colstrip  3  and  4? 

Q  Sure. 

A  No,  we  aren't. 

Q  Well,  you  told  us  that  you're  an  applicant  on  the  High  Mountain 
Sheep,  you're  an  applicant  on  the  Buffalo  Rapids  Unit  2  and 
Unit  4.  Consider  those  together;  there's  a  second  one.  And 
you've  told  us  that,  of  course,  as  we  know,  that  you're  an 
applicant  for  Colstrip  3  and  4.  You've  told  us  that  you 
thought  about,  but  haven't  quite  filed  with  the  FPC  some 
other  application  —  was  that  Thompson  Falls  or  was  that 
Kerr? 

A  We  filed  for  a  relicense  of  Thompson  Falls. 

Q  Thompson  Falls.  Now,  that's  at  least  three  that's  going  on 
right  now. 

A  None  of  which  are  designed  to  fit  the  load  that  we  would  im¬ 
pose  on  Colstrip  3  and  4,  and  are  not  alternates  — 
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Mr.  O'Connor 


A  —  to  those. 

Q  Do  your  present  projected  resources  include  power  from  the 
High  Mountain  Sheep  Dam? 

A  No ,  sir. 

Q  If  you  did- obtain  power  from  the  High  Mountain  Sheep  Dam, 

is  it  your  testimony,  sir,  that  would  not  be  power  that  would 
be  used  to  displace  any  of  the  power  that  would  flow  from 
Colstrip  3  and  4? 

A  It  would  be  —  it  would  postpone  the  necessity  to  build  an¬ 
other  generating  station  in  '84  or  5.  And  probably,  it  would 
only  postpone  it  for  one  year,  because  our  share  of  the  power 
out  of  the  Snake  River  Project,  the  energy  represents  one 
year's  growth. 

Q  Then  you  do  have  the  necessity  for  building  some  generating 
station  in  1984  or  1985? 

A  Yes,  sir,  we  think  we  will  have  to  and  I  think  our  long- 
range  projections  indicate  that  we  will  need  generation  in 
1984-85  by  Mountain  Sheep,  Buffalo  Rapids  2  and  4,  or  some 
other  generating  facility. 

Q  Well,  let's  see  if  we  can  put  them  into  hypothetical  terms, 

Mr.  O'Connor,  for  clarification  purposes  and  see  if  we  under 
stand  yDur  testimony .  Let's  assume  that  you  have,  simultaneously!, 
applications  for  three  different  plants,  one  of  which  will 
give  you  150  megawatts  of  power,  another  of  which  will  give 
you  250  megawatts,  and  a  third  of  which  will  give  you  420 
megawatts.  All  right,  assume  those  three. 

A  I  don ' t  know  what  three  that  would  be  but  then  — 
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Q  Well,  just  assume  that. 

A  Okay. 

Q  All  right?  Let's  assume  that  you  are  successful  on  the  first 
two  applications  and  therefore,  have  400  megawatts  of  power 
available  to  you.  And  you  were  not  successful  on  the  third 
application  and  therefore,  do  not  have  that  220  megawatts  of 
power  available  to  you.  Now,  under  those  circumstances,  sir, 
would  you  not  conceive  that  the  400  megawatts  that  you  did 
obtain  would  service  the  customers  that  otherwise  would  be 
serviced  by  400  of  the  420  megawatts  which  you  had  sought 
in  the  third  application? 

A  I  think  any  power  that  we  would  get  out  of  any  generation 
would  serve  the  needs  of  the  customers  of  Montana  Power 
Company.  It  wouldn't  be  allocated  to  them  out  of  a  certain 
dam  or  a  certain  generating  plant  for  a  certain  load.  It 
would  go  to  satisy  the  loads  of  the  Montana  Power  Company. 

Q  Thank  you,  sir.  Now,  you  did  discuss,  a  little  earlier, 
something  about  the  natural  gas  potential  which  you  were 
seeking  still  as  part  of  the  Montana  Power  Company's  objec¬ 
tives.  I  think  your  statement  was  that  if  you  find  the 
natural  gas,  that  solves  all  the  problems. 

A  Well,  if  we  find  enough  natural  gas,  it  could  very  well 
solve  the  problem. 

Q  But,  at  the  moment,  you  have  some  problems  with  the  natural 
gas  and  I  think  one  your  illustrations  of  that  was  the 
Trident  Cement  Plant,  is  that  right,  that  you  are  going  to 
have  to  cut  them  off  from  natural  gas? 

A  I  said  they  were  one  of  the  industrial  customers  the  Montana 
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Power  Company  had. 

Q  What  do  you  give  them  —  sell  them? 

A  Sell  them? 

Q  Yes. 

A  Natural  gas. 

Q  Natural  gas.  And  is  that  not  a  problem  for  you  that  you  don't 
see  how  you  are  going  to  be  able  to  keep  them  on  as  a  customer  * 

A  Well,  I  suspect  that  if  gas  supplies  do  not  pick  up,  that 
they  among  other  industrial  customers  are  going  to  have  to 
take  some  curtailment. 

Q  Don't  you  know,  Mr.  O'Connor,  that  the  Trident  Cement  Plant 
is  already  shifted  onto  pulverized  coal  as  their  source  of 
supply  of  power  instead  of  natural  gas? 

A  I  don't  know  that  they've  already  shifted.  I  know  that 
they're  certainly  given  some  attention. 

Q  Don't  you  know  that  they've  taken  the  steps  to  do  that? 

A  Well,  I  know  that  they're  planning  it.  I  don't  know  what 
the  steps  mean,  but  they  are  planning  on  converting  to  coal 
and  that  we  suggested  that  they  do  so. 

Q  Why  didn't  you  tell  us  before  that  you  had  suggested  that 
they  — 

A  Because  you  never  asked  me  about  it  before. 

Q  I  see.  All  right.  In  other  words,  you  have  suggested  to 

at  least  one  of  your  natural  gas  customers  that  they  should 
shift  to  a  coal  powered  supply? 

A  We  have  talked  to  all  our  industrial  customers  about  shifting 
to  other  than  natural  gas,  asked  them  to  present  to  us  what 
their  estimates  would  be  in  costs  and  in  a  time  frame. 
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How  long  it  would  take  them. 

Q  Have  you  not  specifically  recommended  to  customers  other  than 
Trident  to  whom  you  did  make  this  recommendation,  as  I 
understand  it  that  they  shift  to  a  coal  powered  supply? 

A  I  suspect  that  the  same  suggestion  might  have  been  made  to 
the  Kaiser  Cement  Plant. 

Q  Did  you  have  any  suggestions  to  where  they  should  get  coal? 

A  No,  sir. 

Q  Do  you  have  any  wishes  in  that  regard? 

A  Doesn't  matter  a  bit  to  us  where  they  get  their  coal. 

Q  Us,  meaning  the  Montana  Power  Company? 

A  Pardon. 

Q  Us,  meaning  the  Montana  Power  Company? 

A  Yes,  sir. 

Q  And  its  wholly  owned  subsidiary,  the  Western  Energy  Company? 

A  Western  Energy  Company? 

Q  You  include  that  when  you  say  "us." 

A  I  include  them. 

Q  Okay . 

A  We  can't  have  all  the  coal  sales  in  America.  Couldn't  handle 
them. 

Q  You  will  agree  with  me,  Mr.  O'Connor,  will  you  not,  sir, 

that,  as  a  matter  of  general,  prudent  best  practice  for  util¬ 
ity  companies,  the  closer  the  power  generating  source  to  the 
load  center,  the  better  that  it  is? 

A  If  it's  --  if  you're  able  to  build  it  there, yes.  If  we  had 
the  fuel,  in  the  economic  state  --  yes,  it's  better  to  have 
it  close.  That's  one  of  the  reasons  that  Colstrip  3  and  4 
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are  great  for  Montana. 

Q  Well,  let'fe  lobk  at  that  for  a  moment.  Now,  Col strip  3  and 
4  are  not  in  the  middle  of  what  you  would  call  the  "load 
center  of  the  Montana  Power  Company,"  are  they? 

A  No,  but  they  a^e  not  as  far  away  as  the  west  coast. 

Q  Are  they  or  are  they  not? 

A  Are  they  in  the  middle? 

Q  Of  a  load  center  for  the  Montana  Power  Company. 

A  No,  they  are  not. 

Q  There  are,  of  course,  sites  in  the  state  of  Montana  that  are 
considerably  closer  to  Montana  load  centers? 

A  Certainly,  there  are. 

Q  All  right.  And  yet,  was  it  not  your  testimony,  sir,  that 
one  of  the  advantages  of  the  Colstrip  complex  was  its 
proximity  to  load  centers? 

A  It  certaily  is. 

Q  And  by  that  you  mean  that  its  closer  for  the  load  centers 
in  Montana  to  get  their  power  from  Colstrip  than  to  get  it 
from  the  west  coast  of  the  United  States? 

A  No,  it's  closer  —  more  prudent  to  get  that  power  from  a  site 
that  has  a  fuel  supply  than  to  build  a  coal-fired  plant 
where  there  is  no  fuel  supply  just  because  it's  closer  to 
town. 

Q  We  are  talking  about  load  center  proximity  in  geography, 

Mr.  O'Connor,  I  wonder  if  you  could  answer  my  question,  sir, 
if  it  is  not  the  case  that  you  mean  as  to  an  advantage  of  the 
Colstrip  complex  being  proximate  the  load  center  that  it  is 
closer  to  load  center  in  Montana  than  it  would  be  in  the  case 
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if  the  power  were  coming  from  the  west  coast  of  the  United 
States? 

A  That  is  very  apparent. 

Q  To  you. 

A  To  everybody.  It's  closer  to  Colstrip  than  it  is  to  the 
west  coast. 

Q  For  Montana  load  centers? 

A  For  Montana. 

Q  And  that's  the  reason  that  it  would  have  been  economical  for 
you,  for  example,  to  have  become  one  of  the  partners  in  the 
Centralia  project  where  they  are  generating  power  on  the 
west  coast  to  the  state  of  Washington. 

A  Not  nearly  as  economical  as  to  generate  it  in  Montana. 

Q  Sure.  The  Centralia  stations,  you  know,  are  about  the  same 

size  as  the  Colstrip  Units  3  and  4? 

A  Yes,  sir. 

Q  About  1,400  megawatts  of  capacity? 

A  Yes,  sir. 

Q  Those  are  coal-fired  thermo  generator  stations? 

A  Yes,  sir. 

Q  And  four  of  the  five  applicants  in  this  proceeding  are 

partners  in  the  Centralia  project? 

A  I  don't  know  that  for  sure.  I'm  not  sure  that  Portland  is 
a  partner. 

Q  Portland  General  Electric  may  not  be? 

A  May  not  be. 

Q  All  right. 

A  And  I  think  Puget  is  not.  It  may  be  too. 
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Q  Yes.  But  I  don't  want  you  to  put  a  lot  of  reliance  on  that. 

I  think  the  record  will  show  what  participation  there  is  in 
Centra 1 ia, 1  but  in  any  event,  sir,  it  is  true,  is  it  not,  that 
there  is  adequate  supply  of  coal  in  a  coal  field  proximate 
the  Central ia  for  those  thermo  generating  stations? 

A  I'm  sure  that  there  is  or  they  wouldn't  have  built  them  there. 

Q  So  your  testimony  is,  I  take  it  that  it  would  have  not  have 
been  economic  for  the  Montana  Power  Company  to  go  into  the 
Centralia  project  because  you'd  have  had  to  get  that  power 
from  transmission  lines  running  all  the  way  across  the  states 
of  Washington,  Idaho  into  Montana  from  a  generating  station 
all  the  way  over  at  the  west  coast  of  the  United  States,  right > 

A  My  testimony  is  that  when  Centralia  was  built,  we  didn't 
have  any  need  for  a  participation  in  that  plant.  We  didn't 
have  loads  to  put  on  that  generation. 

Q  When  did  that  plant  come  on  stream? 

A  I  think  about  three  or  four  years  ago. 

Q  When  did  its  building  begin? 

A  Well,  I  suppose  three  or  four  years  before  that,  or  five. 

Q  Yes.  About  the  time  that  you  had  completed  the  Corette 

station  work? 

A  Just  about. 

Q  Is  it  not  the  case,  Mr.  O'Connor,  that  if  the  opportunity 
had  been  presented  to  you  at  that  time  so  that  you  could 
compare  joining  the  folks  at  Centralia  with  moving  into 
Col strip,  you  would  have  rejected  the  Centralia  opportunity 
because  of  the  cost  of  transmitting  that  power  from  the 
west  coast  into  Montana. 
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A  That  might  have  been  one  of  the  reasons. 

Q  And  the  reason  for  that  cost  is  that  it  is  costly  to  build 
transmission  lines  and  to  have  line  losses  over  such 
a  long  distance,  isn't  it? 

A  Well,  of  course,  a  great  deal  of  the  transmission  from 
Centralia  to  the  Montana  Power  Company  system  is  built. 

Q  But  you  still  have  to  build  more  transmission  lines,  wouldn't 
you? 

A  Not  necessarily.  There  may  be  plenty  of  capacity  in  those 
lines . 

Q  You  don't  know? 

A  No,  so  I  couldn't  answer  your  question  in  the  affirmative. 

Q  Okay.  Let's  assume  that  you  don't  have  to  build  any  more 
transmission  lines  from  the  west  coast  of  the  United  States 
to  Centralia  into  Montana.  It  would  still  be  unecon¬ 
omic  for  the  Montana  Power  Company  to  have  to  suffer  the 
losses  of  all  of  the  load  that  comes  over  the  line  from  that 
long  distance,  isn't  that  true? 

A  Oh,  those  losses  may  not  be  so  very  tragic. 

Q  How  tragic  are  they? 

A  Oh,  I  suppose  a  good  line  that  were  that  distance  might  not 
lose  over  5  or  6  percent. 

Q  Well,  why  else  wouldn't  it  have  been  economical  for  you  to 
move  into  the  Centralia  project? 

A  Because  we  did  not  have  a  load  and  a  requirement  and  a 

necessity  for  the  power  at  the  time  the  Centralia  came  on 
the  line. 

Q  When  you  first  formed  a  feeling  that  you  had  a  need  for  some 
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11  ——————— ■■  ii  i  ■  .  i  ■  ■■  ■  ii  ■  ■ 

additional  power,  you  told  us  was  at  the  conclusion  of  the 
building  of  the  Corette  station? 

A  Right.  We  knew  that  we  needed  to  plan  for  some  additional 
power  which  we  felt  we  would  need  in  1975  and  not  have  to 
have  in  1971  or  1972  when  Centralia  came  on  the  line. 

Q  Well,  in  1968,^  I  take  it  to  be  your  testimony,  that  you  did 
not  consider  whether  it  might  be  as  economic,  more  economic, 
or  less  economic  to  join  forces  with  other  folks  in  a  co¬ 
operative  way  where  utilities  were  developing  power  generat¬ 
ing  stations  outside  the  state  of  Montana? 

A  Not  for  loads  that  we  didn't  have. 

Q  How  about  for  loads  you  did  have? 

A  We  had  power  for  the  loads  we  did  have. 

Q  And  you  started  planning  additional  loads  too,  didn't  you? 

A  We  started  planning  for  the  day  when  we  would  have  additional 
loads. 

Q  Those  plans,  we  know,  went  through  the  Corette  Station  No.  2 
until  that  was  canceled  then  to  the  Colstrip  Units  1,  on. 

My  question  to  you,  sir,  is:  Whether  you  gave  any  con¬ 
sideration  at  that  time  to  joining  forces  with  others  in 
building  and  having  the  power  available  to  you  from  generat¬ 
ing  stations  outside  the  state  of  Montana? 

A  We  never  gave  consideration  to  joining  in  or  being  a  part  of 
the  generating  complex  for  power  that  we  have  no  need  for. 

MR.  SHENKER:  I  will  ask  that  that  answer  be  strick¬ 
en  and  that  the  question  be  read  back  to  the  witness  be¬ 
cause  that  answer  is,  now,  for  the  third  time,  unrespon¬ 
sive  to  the  same  question. 

HEARINGS  EXAMINER:  Denied.  Ask  another  question. 
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Q  Mr.  O'Connor,  we  can  all  stipulate  to  the  fact  that  you 

believe  that  you  didn't  do  any  planning  for  loads  you  didn't 
plan  to  have.  Now,  let's  look  at  loads  that  you  did  plan 
to  have.  You  were  looking  at  those  in  1968,  were  you  not? 

A  Yes.  We  were  looking  at  loads  in  1975. 

Q  In  1968,  were  you  looking  at  loads  that  you  planned  to  have 

in  the  future? 

A  Yes,  sir. 

Q  At  that  time,  sir,  did  you  give  any  consideration  to  joining 
forces  with  others  in  a  cooperative  manner  to  build  power 
plants  of  which  you  would  have  an  ownership  interest  for  the 
available  power  in  states  outside  of  the  state  of  Montana? 

A  No,  sir. 

Q  And  is  the  reason  that  you  did  not  give  such  consideration 
to  that  alternative  that  that  would  have  been  uneconomic? 

A  No.  The  reason  was  we  didn't  need  the  power. 

Q  Mr.  O'Connor,  you  told  us  that  you  did  need  the  power  on 

your  basis  of  forecasting  in  1968,  did  you  not? 

A  Needed  power  in  1975. 

Q  All  right.  Whenever  you  needed  the  power,  sir,  my  question 
is  still  the  same:  For  whenever  you  needed  the  power.  Do 
you  understand  what  I  am  asking  you? 

A  Yes,  sir.  I  understand. 

Q  For  whenever  you  needed  the  power  — 

A  Yes,  sir. 

Q  --  did  you,  in  1968,  give  any  consideration  to  joining  forces 
with  others  in  a  Cooperative  manner  to  build  a  power  plant 
with  them  and  have  available  to  you,  the  power  from  such 


-733- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


f 


power  plants  built  outside  the  state  of  Montana? 

A  Yes,  sir.  We  gave  some  consideration  to  that. 

Q  Good,  where? 

A  Down  in  Utah. 

Q  With  whom? 

1L  Jc. 

A  Utah  Power  and^Light  Company  at  Pacific  Power  and  Light 
Company.  This  was  discussed  and  considered. 

Q  And  resulted  in  absolutely  no  written  memorandum? 

A  Oh,  I  think  that  there  probably  are  written  memorandums  or 
there  probably  are  some  minutes  of  the  discussions  that  we 
had  with  these  companies. 

Q  Mr.  O'Connor,  I  will  represent  to  you,  sir,  that  I  have  spent 
not  less  than  300  hours  looking  at  the  documents  which  have 
been  produced  by  the  Montana  Power  Company  and  under  con¬ 
siderations  of  just  those  alternatives,  I  will  ask  you,  sir, 
to  produce  such  memoranda  or  documents. 

A  If  we  had  them,  I  would  be  delighted  to  produce  them, 

because  the  meetings  were  held  and  we,  as  a  matter  of  fact, 
out  of  those  meetings  reached  some  conclusions  on  which  we 
got  some  power. 

Q  And  reached  no  conclusions  as  to  build  power  plants  outside 
of  Montana? 

A  No,  sir.  We  did  not  join  in  a  cooperative  ownership  and 
that  was  after  long  and  thorough  planning  and  discussing  of 
the  advantages  and  disadvantages. 

Q  And  the  disadvantages  outweighed  the  advantages? 

A  Yes,  sir. 

Q  And  the  disadvantages  were  economic  disadvantages,  were  they 
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A  In  some  instances. 

Q  Is  that  not  what  the  predominant  reason  was? 

A  That  is  what  the  predominant  reason  was. 

Q  Thank  you,  sir.  Mr.  O'Connor,  I  think  you  probably  mis¬ 
spoke  yourself,  sir,  when  you  said  that  the  presidents  of 
the  participants  in  this  particular  project  have  been  quoted 
to  say  anything.  You  didn't  mean  that,  did  you,  sir? 

A  Did  I  say  that? 

Q  If  you  did,  you  didn't  mean  that? 

A  No,  I  didn't  mean  that. 

Q  You  meant  to  say  that  there  have  been  various  statements 
attributed  from  time  to  time  to  various  representatives  of 
the  power  companies  that  may  or  may  not  have  represented 
their  views? 

A  That's  what  I  meant  to  say,  if  I  made  any  such  assertion. 

Q  Of  course.  My  question  to  you,  sir,  is:  Are  you  aware  of 

any  president  of  any  power  company  ever  having  said  that 
they  would  be  willing  to  consider  having  the  generating 
stations  of  the  same  size  and  configuration  as  Colstrip 
built  in  the  states  outside  the  state  of  Montana  with  the 
same  ownership  and  power  availability? 

A  They  didn't  say  it  to  me. 

Q  That's  not  my  question,  Mr.  O'Connor.  I  didn't  ask  you 

whether  someone  said  something  to  you.  Would  you  like  the 
question  read  back  to  you? 

A  No.  I  know  what  you  mean:  Did  I  know  they  ever  said  it? 

Q  Yes.  i 
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A  I  don't  recall  anyone  ever  suggesting  to  me  that  a  statement 
was  made  in  precisely  those  words  by  any  president  of  any  of 
these  power  companies. 

Q  Now,  sir,  1  will  not  repeat  in  full,  but  I'll  simply  ask  you 
to  take  out  of  your  mind  whether  the  statement  was  made  to 
you,  or  the  suggestion  was  made  to  you.  Now,  can  you  answer 
the  question? 

A  I  don't  recall  the  statement  having  been  made  to  anyone. 

Q  All  right.  And  you  told  me  in  your  answer  that  you  don't 
recall  the  statement  having  been  made  in  those  words.  Now, 
let  me  ask  you  whether  you  recall  the  statement  having  been 
made  to  that  effect? 

A  Yes,  sir.  I  testified  to  that  this  morning. 

Q  Oh,  I'm  sorry.  I  didn't  hear  you  testify  as  to  that  this 
morning,  Mr.  O'Connor.  Is  it  your  testimony  now,  that  you 
believe  that  a  president  of  some  power  company  who  is  an 
applicant  in  this  proceeding  has  said  to  the  effect  that  they 
would  be  willing  to  have  consideration  given  to  the  building 
of  the  power  generating  facilities  of  the  same  size  and 
configuration  as  Colstrip  in  the  states  outside  of  Montana? 

A  The  chairman  of  the  board  of  one  company  was  quoted  in  the 
newspaper  as  having  said  that  he  would  be  willing  to  give 
consideration  to  building  these  power  plants  in  Idaho  or 
Wyoming  and  selling  power  to  Montana. 

Q  In  the  same  general  ownership  or  relationship  that  we've  been 
talking  about  among  the  five  applicants  — 

A  We  didn't  say  anything  about  that  as  I  recall  from  the  news¬ 
paper  article. 
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Q  Who ' s  the  chairman  of  the  board? 

A  Kinsey  Robinson.  Not  the  president,  the  chairman  of  the 
board . 

Q  Oh.  Could  you  call  up  Kinsey  and  say,  "How  about  that  Kinsey, 
should  we  discuss  that  a  little  bit?" 

A  I  didn't. 

Q  No.  Did  you  ask  anybody  to  further  that  discussion? 

A  I  think  that  the  --  I  didn't  ask  anybody  to. 

Q  Did  anybody? 

\ 

A  I  suspect  that  somebody  did.  I  suspect  that  somebody  asked 
Kinsey  about  that  statement. 

Q  Was  it  reported  to  you  that  someone  did? 

A  Yes,  sir. 

Q  Good.  Who? 

A  Joe  McElwain. 

Q  By  the  way,  Mr.  O'Connor,  has  anyone  told  you  why  Mr. 

McElwain  he  is  chief  executive  officer  of  the  Montana 
Power  Company,  isn't  he? 

A  Yes,  sir, 

Q  Yes.  Why  he's  not  going  to  be  a  witness  in  these  proceedings? 

A  I  don't  know  if  he  isn't. 

Q  Oh.  Now,  you  have  told  us,  Mr.  O'Connor,  in  your  words,  sir, 
as  I  wrote  them  down,  that  you  have  had  nothing  but  casual 
conversation  --  no  serious  thought  to  moving  Colstrip  3  and 
4  anywhere? 

A  That  is  true. 

Q  Well,  when  did  you  have  the  casual  conversations  on  the  less 
than  serious  thought  to  that  effect? 
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A  Oh,  I  don't  remember  the  day  or  the  hour,  exactly,  but  I 
know  that  one  time  that  I  asked  the  engineering  department 
if  it  was  possible  to  move  Colstrip  3  and  4,  what  would  be 

involved  in  trying  to  move  Colstrip  3  and  4. 

Q  Don't  give  me  the  day  and  hour.  Give  me  the  year. 

A  Well,  it  probably  would  have  been  '73  or  '74. 

Q  Whom  in  the  engineering  department  did  you  ask? 

A  I  had  conversations  with  Bob  Labrie  and  possibly,  Roger 
Hofaker  ,  the  two  of  them  about  this. 

Q  Once  again,  I  assume  that  these  are  oral  conversations  that 
resulted  in  no  writing? 

A  Most  of  the  conversations  I  have  are  oral. 

Q  And  most  of  your  conversations  did  not  result  in  written 
memoranda  thereafter? 

A  That  is  true. 

Q  And  like  that,  that's  what  happened  this  time,  too? 

A  I  don't  know  if  there  was  any  written  memoranda  or  not.  I 
didn't  prepare  any. 

Q  Didn't  read  any  either? 

A  Pardon. 

Q  Didn't  read  any  either? 

A  Well,  I  can't  read  anything  that  isn't  written. 

Q  Mr.  O'Connor,  how  far  —  could  you  read  that  last  answer 
back  to  me,  please. 

HEARINGS  EXAMINER:  He  said,  "I  can't  read  any¬ 
thing  that  isn't  written." 

MR.  SHENKER:  What  was  that? 

HEARINGS  EXAMINER:  The  answer  was,  "I  can't  read 
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anything  that  isn't  written." 
MR.  SHENKER:  Thank  you. 


Q  How  far  ahead  in  terms  of  years  did  you  ask  the  Bechtel 

Corporation  to  study  the  needs  and  resources  of  the  Montana 
Power  Company  when  they  did  that  only  out-of-house  study 
that  you  had  done  —  what  was  it,  1964? 

A  1964. 

Q  How  far  ahead  did  you  ask  them  to  study? 

A  I  don't  recall  how  many  years  ahead  they  were  supposed  to 
study . 

Q  Well,  your  general  plan  at  that  time  was  a  study  about  ten 
years  in  advance,  right? 

A  Well,  I  think  that  what  the  real  aspect  of  the  study  was 
what  the  —  how  the  power  needs  of  Montana  Power  Company 
might  be  satisfied  in  the  future. 

Q  Well,  in  the  future  how  far? 

A  I  don't  think  we  told  them  how  far. 

Q  But  you  didn't  have  any  plans  going  beyond  ten  years  of  that 
time,  did  you? 

A  I  don't  think  so. 

Q  Was  it  true  at  that  time,  sir,  that  the  —  your  guesses  as 
to  the  last  half  of  the  decade  were  not  nearly  so  good  as 
your  guesses  as  to  the  first  half  of  the  decade  that  would 
follow? 

A  Is  it  true  that  our  guesses  were  not  as  good?  Is  that  what 
you  asked  me? 

Q  Yes.  Maybe  I'm  shorthanding  it.  You  said  earlier  today,  sir, 
that  when  you  look  at  a  ten-year  plan,  the  last  five  years  or 
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the  last  half  of  the  decade,  your  guesses  aren't  as  good  as 

l  .  r  .y  , 

in  the  first  five  years,  or  the  first  half  of  the  decade. 

A  I  don't  think  they  are  as  dependable.  They  may  be  as  good. 

Q  Okay . 

A  But  the  time  we  make  the  guess,  I  don't  think  you  have  nearly 
as  much  knowledge  upon  which  to  make  the  guess. 

Q  That  would  have  been  true  in  1964,  wouldn't  it,  sir? 

A  Oh,  I  think  it's  true  in  any  period  when  you're  guessing  ten 

years  into  the  future. 

Q  Okay.  True  then?  true  now. 

r  \  ill 

A  Sure . 

Q  Sure.  So  when  the  Bechtel  Corporation  gave  you  its  projec- 
tions  over  a  15  year  period,  that  is  from  1964,  the  time  of 
the  study,  through  the  year  1980 »  where  do  you  think  they 
got  their  figures  as  to  your  resources  and  needs? 

A  Well,  they  got  them  from  Montana  Power  Company. 

Q  How  did  they  get  projections  over  a  15  year  period  if  you 
didn't  plan  for  15  years? 

A  Well,  you  can  make  projections  for  the  next  30  years,  if  you 
like,  by  simply  extending  your  load  growth  period. 

Q  So,  it  is  your  testimony  then,  Mr.  O'Connor,  that  on  least 

one  occasion,  the  Montana  Power  Company  has  extended  its  load 
growth  curves  from  1964  until  1980  and  gave  that  information 
to  Bechtel. 

A  We've  done  that  on  other  occasions  where  we  had  looked  beyond 
ten  years. 

Q  And  those  forecasts  have  always  beenaccurate,  haven't  they? 

A  Oh,  not  always. 
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Q  No? 

A  I  think  that  our  forecasting  on  a  ten-year  basis  has  been 

accurate  in  the  past.  Whether  it  has  been  accurate  on  a  20- 
year  basis ,  I  can't  tell.  Because,  I  think  the  20-year  fore¬ 
casts  are  constantly  revised  as  the  time  gets  closer. 

Q  Your  total  peak  load,  now,  you  told  us,  is  nine  hundred  and 
how  many  megawatts? 

A  911  megawatts,  this  January. 

Q  And  if  the  tenth  year  of  y^ur  ten-year  projection  in  1964-65' s 
operating  year  at  that  time  said  that  your  peak  load  would 
be  1102  megawatts,  that  wouldn't  have  been  an  accurate  fore¬ 
cast,  would  it? 

A  No.  It  would  have  been  189  megawatts  off  —  or  192. 

Q  Almost  20  percent  off? 

A  Pretty  close. 

Q  That's  not  as  accurate  as  you  usually  are? 

A  Well,  the  ten-year  projections,  we  are  never  totally  accurate. 
I  testified  to  that  this  morning. 

Q  Is  that  the  range  of  your  accuracy? 

A  20  percent? 

Q  Yes . 

A  No.  We  had  a  couple  of  peculiar  and  unusual  things  happen 
in  that  ten-year  period  that  are  not  normal  that  changed 
that  peak  load. 

Q  I  see.  So,  we  really  can't  pro ject then  from  the  decade  of 

1965  to  1975  because  that's  an  unusual  decade,  is  that  right? 

A  Well,  we  certainly  had  some  things  hsppen  in  that  period  of 
time  that  aren't  going  to  repeat  themselves. 
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Q  Which  decade  would  you  prefer,  the  decade  from  *55  to  '65  -- 

'  i  * 

A  I  think  that  *55  to  '65  would  probably  have  fewer  unusual 
circumstances  than  *65  to  *75  had. 

Q  Yes.  Do  you  know  of  any  load  forecasting  that  had  ever  been 
done  by  the  Montana  Power  Company  within  the  last  four  or 
five  years  based  upon  the  decade  *55  to  '65? 

A  No,  not  based  upon  that  alone.  I  don't  know  of  any. 

Q  Did  you  say  today,  sir,  that  a  100  megawatt  gas  turbine  will  or 

will  not  be  required  somewhere  on  the  Montana  Power  Company's 
system  to  meet  generation  needs  by  July  of  1978? 

A  It  could  be. 

Q  It  could  be? 

A  It  could  be. 

Q  If,  in  your  projection  of  possibilities  that  you  described 

for  us,  which  you  deemed  to  be  the  function  of  your  long- 
range  plans,  submitted  to  the  state  of  Montana,  required  by 
law,  the  statement  was  made  that  such  a  gas  turbine  facility 
will  be  required,  is  that  also  in  the  range  of  just  a  possibil 
ity? 

A  That  is  a  possibility. 

Q  Will  be  required  should  be  read  to  mean,  "may  be  required"? 

A  May  be  required,  1978.  There  could  conceivably  be  some  peak 
available  for  somebody,  that  we  could  purchase,  in  which 
case,  a  gas  turbine  would  not  be  required.  And  if  we  couldn't 
buy  any  oil,  at  any  price,  if  we're  not  allocated  for  that 
purpose,  a  78  turbine  would  not  go  on  the  system  in  that 
period  of  time. 

Q  Mr.  O'Connor,  is  it  true,  sir,  that  as  recently  as  two  years 
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ago,  or  as  long  ago  as  two  years  ago,  if  you  prefer,  that 
your  company  had  determined  that  if  the  two  700  megawatt 
units  proposed  for  Colstrip  3  and  4  do  not  materialize,  a 
third  350  megawatt  unit  would  be  required  at  Colstrip? 

A  This  was  considered  as  a  possible  alternate. 

Q  At  that  time,  you  were  considering  —  that's  in  1973  — 
the  same  alternate  if  the  two  700  megawatt  units  were  ab¬ 
andoned  ? 

A  Whether  they  were  abandoned  or  denied,  it  would  require  the 
same  amount  of  power. 

Q  Yes.  And  you  had  an  option  there,  didn't  you,  Mr.  O'Connor, 
in  April  of  1973  after  the  Montana  Utility  Siting  Act  was 
put  into  law,  to  abandon  those  two  700  megawatt  units  by 
October  of  1973  and  to  move  instead  to  an  alternate,  namely, 
a  350  unit,  someplace? 

A  Oh,  I  guess  we  could  have  had  concurrent  applications  or  we 
could  have  abandoned  that  application. 

Q  And  that  had  been  considered  at  that  time,  hadn't  it? 

A  Pardon^ 

Q  That  had  been  considered  at  that  time,  hadn't  it? 

A  By  "that?  you  mean  the  application? 

Q  By  October  of  1973. 

A  I'm  not  sure  that  we  considered  abandoning  the  application. 

Q  Well,  if  you  told  the  Department  of  Natural  Resources  in 
your  long-range  plan  that  you  submitted  in  1973  that  your 
alternate  plans  were,  one,  if  the  7  00  megawatt  units  do  not 
materialize,  or  two,  if  the  two  700  megawatt  units  were 
abandoned  by  October,  1973,  don't  you  think  that's  considering 
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the  abandonment? 

A  No,  we  didn't  consider  the  abandonment. 

Q  You  were  just  sort  of  what,  speculating? 

A  Well,  I  presume  that  when  you  make  a  statement  of  that  kind, 
it  is  speculating ,  because  we  did  not  abandon  the  two  700's. 

Q  That's  clear.  We  know  you  didn't  abandon  them,  sir,  but  my 
question  to  you, sir,  was  whether  you  had  considered  the  ab 
andonment  of  those  two  facilities  in  1973,  prior  to  October? 

A  I  know  of  no  instance  in  1973  where  we  considered  the  aband¬ 
onment  of  the  two  700 's. 

Q  Is  your  statement  the  same  —  that  is  no  consideration  given 
to  even  the  site  location  for  the  alternative  of  the  100 
megawatt  gas  turbine  installation? 

A  I  don't  know  as  we  ever  made  a  site  location  for  a  100  tur¬ 
bine  gas  installation. 

Q  Then  why  did  you  tell  the  Department  of  Natural  Resources  in 
1973  that  you  were  considering  that  gas  turbine  installation 
at  Billings,  Great  Falls,  Anaconda  or  Helena? 

A  Well,  I  guess  that  if  that's  determining  a  location,  that  I 
answered  the  question  improperly,  sir,  to  start  with. 

Q  Let's  try  a  proper  way  then.  What's  your  answer  now? 

A  My  answer  is  that  we  might  have  considered  a  gas  turbine  some¬ 

where  on  Montana  Power  Company's  system  from  Billings  to 
Great  Falls  to  Helena  to  Butte  and  possibly  Missoula. 

Q  You  did  consider  that  then,  didn't  you? 

A  Yes.  Yes,  we  have  it  in  our  long-range  plan  as  a  possibility 

Q  Now,  because,  of  your  view  with  respect  to  the  need  for 

Colstrip  3  and  4,  by  1979,  you  must  have  some  understanding, 
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sir,  as  to  what  you  think  your  average  energy  need  will  be 
in  1979,  don't  you? 

A  Well,  I  don't  have  those  numbers  with  me.  I  have  seen  those 
computations  many  times,  yes,  sir. 

Q  Don't  you  have  even  a  ball  park  recollection  of  where  they're 
going  to  be? 

A  No,  sir.  I  think  that  if  I  wanted  to  give  you  any  numbers  on 
what  the  loads  that  we  project  for  Montana  Power  Company  in 
the  future  may  be,  I  would  like  to  refer  to  the  forecast  we 
made . 

Q  All  right.  Let's  do  that.  Let's  take  first  the  long-range 
plans  submitted  to  the  Montana  Power  Company  —  for  the 
Montana  Power  Company  —  July  15,  1973,  turn  to  Exhibit  K 
which  is  listed  as  "Total  Load  Estimate,  Montana  Power  Company" 
and  tell  me  what  you  think  the  average  energy  was  in  1979  as 
then  projected. 

A  Well,  the  average  for  the  annual  energy  is  eight  hundred  and  - 
no,  that's  the  --  yes,  average  893.  That's  for  December. 

The  average  is  800. 

Q  Next  column,  is  the  average  800? 

A  That's  energy. 

Q  Right.  What's  the  peak? 

A  1,280. 

Q  All  right.  What  was  it  in  1980  as  you  then  projected? 

A  In  1980,  we  project  energy  at  890,  and  peak  at  1,269. 

Q  And  '81? 

A  '81,  energy  880  and  peak  at  1,333. 

Q  And  '82? 


-745- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


A  Energy  is  923,  peak  is  1,400. 

Q  You  don’t  have  any  doubt  that  those  are  accurate  projections 

at  that  time  to  the  best  of  your  ability? 

A  To  the  best  of  our  ability,  these,  I  believe  to  be  accurate 
projections,  at  that  time.  These  projections  were  made  in 
1972.  They  might  have  been  modified  since  then. 

Q  Can  you  explain  for  us,  Mr.  O'Connor,  why,  sir,  in  1974,  when 
you  filed  your  next  long-range  plan  with  the  Department  of 
Natural  Resources  a  year  later,  that  you  were  still  talking 
about  building  an  additional  350  megawatt  generating  station? 

A  In  1974,  we  were  still  talking  about  building  one? 

Q  Yes,  sir. 

A  Well,  we  aren't  talking  about  building  one  and  we  weren't  in 
1974. 

Q  Well,  weren't  you  considering  in  1974  building  a  350  megawatt 
unit  as  an  alternative  to  Colstrip  3  and  4? 

A  Well,  it  might  have  been  discussed  as  an  alternative,  but  we 
weren't  talking  about  building  one. 

Q  No,  I'm  sorry,  the  word  is  construction.  Is  it  not  true  that 
in  1974,  as  an  alternative  to  Units  3  and  4,  the  Montana 
Power  Company  was  considering  construction  of  a  third  350 
megawatt,  or  larger,  unit  at  Colstrip? 

A  Well,  we  first  considered  a  unit  at  Colstrip  for  our  own  use 
before  we  considered  the  two  700's. 

Q  Yes,  I  know  you  did.  I  was  wondering  whether  in  1974,  in 
April  of  that  year,  on  the  first  day  of  the  month,  you  were 
not  then  considering  it,  the  construction  of  a  third  350 

megawatt  or  larger  unit  at  Colstrip  as  an  alternative  to  Units 
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3  and  4? 


A  Well,  I  don't  think  we  were  considering  the  construction. 

I  think  we  might  have  considered  them  as  a  possible  alternate 
for  Colstrip  3  and  4  in  case  they  were  canceled. 

Q  Showing  you  the  1974  long-range  plan  from  the  Montana  Power 
Company,  page  3,  Mr.  O'Connor,  the  last  full  paragraph  of  the 
page,  do  you  see  the  statement  there  that  the  Montana  Power 
Company  is  considering  construction  of  a  third  350  megawatt 
or  larger  unit  at  Colstrip  if  Units  3  and  4  are  not  built  as 
proposed? 

A  If  Colstrip  3  and  4  are  not  built,  the  Montana  Power  Company 
is  considering  the  construction  of  a  third  350  megawatt  unit 
or  larger  at  Colstrip.  Certainly,  we'd  have  to  have  some 
alternate.  We  have  testified  to  that. 

Q  Yes,  sir.  And,  is  that  statement  true,  the  one  that  you  just 
read? 

A  That  we  would  have  to  have  an  alternate? 

Q  The  one  you  just  read  that  you  were  considering. 

A  That's  what  the  one  I  just  read  said,  that  we  would  have  to 

have  an  alternate  to  Colstrip  3  and  4  which  would  be  a  350 
megawatt  or  larger  unit  at  Colstrip. 

Q  Is  it  not  true,  at  that  time,  that  you  were  considering  the 
construction? 

A  Yes,  sir. 

Q  Thank  you,  sir.  By  the  following  year,  Mr.  O'Connor,  that's 
this  year,  1975, last  month,  was  is  not  the  case  then,  sir, 
that  the  Montana  Power  Company  was  considering  the  constructior 
of  one  or  more  40  to  50  megawatt  combustion  turbines? 
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A  Considering  for  what? 

Q  I  don't  know,  for  anything. 

A  Not  to  me  knowledge. 

Q  Is  it  true  that  the  Montana  Power  Company,  this  year,  was 

considering  foa:  its  future  needs,  the  construction  of  one  or 
more  40  to  50  megawatt  combustion  turbines  followed  by  addi¬ 
tional  generation  of  about  350  megawatts. 

A  At  sometime  in  the  future,  that  is  a  possibility. 

Q  When  in  the  future? 

A  Well,  it  could  be  quite  a  way  down  the  line.  If  Colstrip 
3  and  4  go,  I  suspect  we  wouldn't  need  the  350  until  about 
1984. 


Q 


A 

Q 

A 

Q 


A 

Q 


You've  been  telling  us,  sir,  about  some  discussion  you  had 
recently  on  the  willingness  of  the  Montana  Power  Company  to 
cooperate  with  some  experimental  possibilities  about  gasifi¬ 
cation  plans,  is  that  right? 

Yes,  sir. 

You  have  had  under  consideration  for  some  time,  have  you  not, 
participation  in  the  construction  of  coal-gasification  plants? 
Well,  we  have  been  exploring  this  possibility  for  a  long, 
long  time.  We  lave  not  had  under  consideration  the  construc¬ 
tion  of  a  gasification  plant. 

Showing  you  the  1975  long-range  plan,  Mr.  O'Connor,  this  was 
transmitted  on  April  1,  1975,  sir,  page  8,  you  see  the  item 
entitled  gasification  plant  and  associated  facilities  in  the 
first  sentence  of  the  paragraph? 

Yes,  sir. 

Do  you  not  agree  with  me,  sir,  that  the  representation  made  by 
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your  company  to  the  State  of  Montana  is  that  the  Montana 
Power  Company  has  under  consideration  participation  in  the 
construction  of  one  or  more  coal-gasification  plants? 

A  We  have  it  under  consideration. 

Q  And  the  "it"  that  you  have  under  consideration  is  the  con¬ 
struction  of  one  or  more  coal-gasification  plants? 

A  Certainly.  We  have  it  under  consideration  and  have  had  for 
a  number  of  years. 

Q  Yes.  What  does  "critical  water"  mean  to  you,  Mr.  O'Connor, 
in  the  utility  planning  business  in  the  Pacific  Northwest? 

A  Critical  water  means  the  water  is  less  than  normal  stream 
flows . 

Q  How  much  surplus  over  firm  load  will  the  Montana  Power  Com¬ 
pany  have  with  critical  water  in  the  years  1975  through  1985? 

A  I  hope  they'll  have  some  because  all  of  our  load  forecasting 
and  resources  are  predicated  on  critical  water. 

Q  Would  you  not  agree  that  you  will,  indeed,  have  surplus  over 
firm  load  with  critical  water? 

A  In  that  —  over  firm  load? 

Q  Yes. 

A  Certainly. 

Q  All  right. 

A  I  don't  know  how  we  would  meet  peak  if  we  didn't. 

Q  In  order  for  you  to  meet  peak  loads,  Mr.  O'Connor,  you  now 

project,  do  you  not,  sir,  that  with  critical  water,  you 
will  have  a  surplus  in  your  planning  resources? 

A  I  don't  have  the  numbers  before  me.  You  do.  That  may  be 
true . 
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Sir,  is  that  true  without  Colstrip  3  and  4  through  1980? 

On  peak? 

Yes . 

I  canlt  tell  you  without  having  any  peaks  before  me.  I  can't 
remember  all  of  those  numbers. 

How  about  on  energy? 

I  think  we  would  have  adequate  energy. 

Do  you  have  some  doubts  as  to  peak? 

Oh,  I  just  am  not  sure  about  peaks. 

You  told  us  a  little  earlier,  sir,  that  the  Butte  group 

had  considered  the  possibility  of  not  getting  the  site  per¬ 
mission  and  what  you  did  in  responce  to  the  consideration 
was  to  make  modifications  in  the  proposals  that  you  made; 
is  that  right? 

Well,  I  said  that  we  would  have  to  consider  modifications. 
Right. 

Of  course.  We  understand  that  we  have  to  comply  with  the 
law  and  we  have  made  modifications  in  the  plans  for  Colstrip 
3  and  4  as  we  have  gone  along  —  technological  modifications 
all  of  which  were  designed  to  be  sure  that  we  complied  with 
the  provisions  c£  the  siting  act. 

What  modifications  hare  you  made  in  3  and  4  that  were  not  in 
1  and  2? 

Well,  I  think  that  we  have  done  a  little  bit  of  change,  are 
doing  a  little  bit  of  change  in  the  construction  of  the 
scrubber  design. 

What,  sir? 

The  scrubbers. 
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Q  The  scrubbers? 

A  Yes,  sir. 

Q  Do  you  think  that  the  scrubbers  for  3  and  4  will  be  different 
than  for  1  and  2? 

A  Well,  I  think  there  may  be  more  of  them,  relatively. 

Q  Sure.  Youlve  got  lr400  megawatts  in  3  and  4  and  you  only 

/ 

had  700  megawatts  in  1  and  2. 

A  I  said  relatively. 

Q  Do  you  think  there's  still  going  to  be  more  scrubbers  in 
3  and  4  than  there  are  in  1  and  2? 

A  Could  be.  And  this  is  one  of  the  things  that  is  being 
considered. 

Q  Is  it  your  testimony  that  3  and  4  are  going  to  be  cleaner 
than  1  and  2? 

A  I  would  hope  so.  As  time  goes  on,  I  hope  we  learn  something 
in  this  game. 

Q  Okay.  What  other  modifications  have  you  made  in  3  and  4  over 
1  and  2? 

A  I  don't  know  of  any  other  modifications,  but  we've  still  got 
some  time. 

Q  Well,  one  of  the  — 

A  And  we're  perfectly  willing  to  accept  new  technology. 

Q  One  of  the  modifications  that  you  looked  at  and  rejected  was 
putting  in  a  dry  cooling  system,  is  that  correct? 

A  I  think  that  we  might  have  given  some  attention  to  dry  cooling 
in  3  and  4,  yes,  sir. 

Q  What's  wrong  with  putting  in  a  dry  cooling  system? 

A  Because  they  aren't  efficient.  That's  the  principal  thing 
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that’s  wrong.  You  put  a  lot  more  dollars  into  generating 
costs  and  you  don't  get  near  as  much  power  out,  so  the  old 
rate  payer  gets  stabbed  again. 

Q  Well,  as  a  matter  of  fact,  the  only  problem  with  dry  cooling 
is  that  it  would  have  to  require  a  different  design  for  the 
power  plants  in  3  and  4  than  you  use  in  1  and  2? 

A  It  indeed  would  require  a  different  design. 

Q  And  that  was  the  concern  that  was  raised  to  you  by  the  State 
Department  of  Natural  Resources,  namely,  the  dry  cooling  sys¬ 
tem  which  you  studied  in  order  to  determine  whether  a  modifi¬ 
cation  should  be  made  in  your  proposal ? 

A  We  studied  dry  cooling,  yes,  sir. 

Q  You  rejected  any  change  of  that,  did  you? 

A  Yes,  sir. 

Q  I  take  it  to  be  your  testimony,  sir,  that  the  modifications 
that  you  made  in  your  proposal  for  Colstrip  3  and  4  are  that 
you  are  going  to  have  relatively  more  scrubbers,  and  therefore 
relatively  more  cleanliness  out  of  3  and  4  than  you  will  out 
of  1  and  2? 

A  This  is  one  of  the  modifications  that  we’re  studying,  yes,  sir 

Q  What  about  the  others? 

A  I  don’t  know  if  there  are  any  others.  Bob  Labrie  will  be 
on  the  stand  and  he’s  pretty  good  on  Colstrip  3  and  4.  You 
should  ask  him. 

Q  As  a  matter  of  fact,  I  have,  Mr.  O'Connor,  and  I  know  some 
of  his  views  on  the  subject  but  we  want  the  record  to  know 
your  views  on  the  subject  now. 

A  Well,  my  views  are  that  we  are  delighted  to  accept  any  new 
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technology  that  can  be  employed  efficiently  to  improve  Col- 
strip  3  and  4. 

Q  Do  I  have  your  testimony  correct,  that  you  were  not  conceiving 
of  being  turned  down  on  your  application  to  build  Colstrip 
3  and  4  until  you  finally  saw  the  recommendations  of  the 
Department  of  Natural  Resources? 

A  No ,  I  didnlt  say  we  didn't  conceive  such  a  thing. 

Q  When  did  you  first  conceive  that  you  might  be  turned  down 

in  your  application? 

A  Well,  I  don't  again  remember  the  time,  but  I  think  that  when 
we  got  little  or  no  consideration  on  the  first  request  that 
we  made  that  it  be  expedited  and  try  to  have  some  judgment 
on  it  in  May  or  June,  we  recognized  some  possibility  or  at 
least  indicated  that  it  wasn't  very  simple  to  get  a  permit. 

Q  That  was  May  or  June  of  1974? 

A  Yes. 

Q  All  right.  And  can  you  tell  me,  Mr.  O'Connor,  why,  after  the 
final  recommendations  were  made  by  the  Department  of  Natural 
Resources,  some  representative  of  the  Montana  Power  Company 
would  have  informed  the  Bechtel  Corporation  that  the  Montana 
Power  Company  was  relieved  at  the  recommendations  made  by 
the  Department  as  opposed  to  the  Department  having  recommended 
that  you  be  permitted  to  build  one  of  the  two  facilities 
for  power  plants  or  a  smaller  facility  than  what  you  proposed? 

A  I  didn't  know  that  anyone  had  notified  Bechtel  of  that,  but 
if  they  did,  it  might  have  been  one  man's  opinion. 

Q  You  wouldn't  agree  with  that? 

A  No. 
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Q  You’re  not  relieved  that  the  recommendations  of  the  Depart¬ 
ment,  as  opposed  to  other  alternative  approaches,  they  might 
have  taken? 

A  Well,  I'd  rather  they  had  taken  the  approach  that  we  could 
have  a  permit*  That's  an  alternative  that  I'd  have  liked 
better.  -  -r? 

Q  Yes.  Short  of  saying  "yes"  to  your  proposal,  you  don't  con¬ 
sider  the  fact  that  the  Department  said  "no"  to  be  a  relief? 

A  No,  I  don't  find  much  comfort  in  that. 

Q  You  told  us  earlier,  sir,  that  you  were  fearful  of  serious 
consequences  without  No.  3  and  4  because,  in  part,  the 
need  probably  will  be  greater  than  what  you  now  anticipate. 

A  That's  my  feeling. 

Q  How  are  you  going  to  plan  for  needs  greater  than  you  now 
anticipate? 

A  Well,  as  our  loads  begin  to  change,  we  will  certainly  want  to 
adjust  our  plans  for  the  future  to  meet  those  changes  in 
projected  loads. 

Q  That's  what  confused  me  a  little  bit,  Mr.  O'Connor,  you've 
told  us  that  generally,  you  believe  your  load  forcast  to  be 
accurate.  You've  told  us  that  you  believe  that  your  needs 
forecast  that  you're  going  to  need  the  power  that  you  de¬ 
scribed  before  us,  and  yet  you  tell  us  that  you  think  the 
needs  are  going  to  be  greater  than  you  anticipated,  and  I 
don't  understand  how  you  are  going  to  be  able  to  plan  for 
something  you  don't  anticipate. 

Q  Oh,  maybe  we  aren't.  Maybe  we  just  won't  take  on  some  of 

these  industrial  loads  and  these  inquiries  that  we  have.  May- 
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be  we  will  have  made  a  bad  guess  and  and  wonlt  have  quite 
enough  power ,  so  we  won't  be  able  to  take  on  some  of  these 
industrial  loads  until  we  can  get  some  generation  built. 

Q  Has  that  ever  happened  before? 

A  That's  happening  now.  We  turned  down  Stoffer  the  other  day 
and  we  turned  down  the  Exxon. 

Q  sir ,  this  is  1975  prior  to  the  commencement  date  that  you  had 
proposed  for  Colstrip  Unit  1.  That  is  not  the  responsibility 

of  regulatory  agencies  in  the  state  of  Montana,  is  it,  sir, 
that  you  are  now  turning  down  customers? 

A  Well,  it  depends  on  when  those  customers  want  the  power. 

Q  You  told  me  you  turned  down  Stoffer  a  couple  of  days  ago,  is 
that  right? 

A  Not  a  couple  of  days  ago,  I  didn't  tell  you  that  at  all. 

Q  When  did  you  turn  them  down? 

A  We  turned  them  down  this  year  or  the  latter  part  of  last  year. 

Q  Did  you  turn  them  down  the  latter  part  of  last  year  because 
you  didn't  have  power  in  1980? 

A  We  didn't  have  --  we  would  not  have  power  in  that  period  of 
time  for  which  they  wanted  to  construct  unless  we  were  able 
to  build  Colstrip  3  and  4. 

Q  When  did  they  want  the  power? 

A  Well,  I  don't  remember  the  exact  date,  but  we  told  them  ex¬ 
actly  what  our  generating  program  was  and  that  we  would  be 
deficient  in  1979  or  '  80.  And  even  if  we  could  furnish  the 
power  between  this  time  and  that,  I'm  sure  they  wouldn't  have 
been  interested  in  constructing  for  that  period  of  time. 

Q  But  your  testimony,  I  take  it,  Mr.  O'Connor,  is  that  as  you  nowl 
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plan  your  anticipated  needs,  one  of  the  things  you  were 
doing  in  telling  some  customers  of  the  future,  that  you  might 
not  get  all  the  resources  that  you  want  to  get  and,  therefore , 
you  can't  provide  them  power  sometime  in  the  future? 

A  What  we  told  our  customer  was  that  we  could  not  give  them  a 
long-range  contract  for  the  power  that  they  wanted  until  we 
knew  what  the  results  would  be  on  the  Col strip  3  and  4 
application. 

Q  You  haven* t  turned  it  down  yet,  then? 

A  Well,  no.  We  haven *t  turned  them  down  totally,  yet.  We 
just  said  we  couldn't  enter  into  a  contract  until  we  knew 
those  results.  So  to  get  back  to  your  question,  it  is,  in 
a  sense,  in  the  hands  of  the  regulatory  agencies  of  the  state. 

Q  But,  will  you  put  it  in  them?  that's  the  way  you  put  it,  right? 

A  Yes,  sir. 

Q  Have  you  also  told  the  folks  that  came  in  and  asked  you  what 
the  availibility  of  the  power  was, .that  if  they  would  be  good 
enough  to  express  their  views  on  the  necessity  of  that  power 
being  provided  at  Colstrip  3  and  4  that  you'd  be  in  a  better 
position  to  provide  it  for. them? 

A  We  may  have  told  some  of  them  that,  yes,  sir.  I  would  thing 
they  would  have  an  interest  in  expressing  their  views. 

Q  You'd  certainly  want  to  point  that  out  to  them,  wouldn't  you? 

A  I  sure  would. 

Q  Now,  Mr.  O'Connor,  there  has  been  some  discussion  with  re¬ 
spect  to  the  filing  fee  that  you  actually  paid  for  this 
proceeding.  That's,  of  course,  based  upon  your  projection  or 

estimate  of  what  the  cost  of  the  facilities  will  be,  right? 
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A  P.t  the  time  that  we  filed,  yes,  sir. 

Q  Hid  you  understand  that  to  be  based  upon  an  estimate  of  412 
nillion  dollars? 

A  Around  that. 

Q  3  don't  want  to  impose  upon  you,  sir,  because  I  know  you 

haven't  read  the  application  but,  would  you  be  surprised  to 
find  out  that  the  application  says  368  million  dollars  in¬ 
stead  of  412  million  dollars? 

A  Very  well  could. 

Q  Ves . 

A  That's  what  I  think,  that  there  was  a  modification  in  the 
filing  fee  after  the  application  was  actually  filed. 

ft 

Q  Do  you  know  how  the  figure  368  million  dollars  was  put  to¬ 
gether  for  the  application? 

A  \ou  mean  what  the  separation  of  the  —  I  don't  think  I 
vnderstand  your  question. 

t 

Q  Internally  within  the  Montana  Power  Company,  how  did  you  put 

together  the  figures? 

j 

A  Vvell,  I  think  that  the  figures  were  put  together  on  the  basis 
qf  taking  the  cost  of  Colstrip  1  and  2  and  escalating  that, 
at  least  as  far  as  generating  plants  are  concerned.  I  — 

i 

that  is  my  recollection. 

Q  .ftnd  physically,  how  were  the  figures  taken  from  one  place  to 
another?  Was  that  the  assignment  of  a  particular  man? 

A  I  suppose  it  was  the  assignment  of  the  steering  committee  of 
the  five  companies. 

Q  Vvho  is  the  man  in  the  Montana  Power  Company  whose  initials 

are  D . E . 0. ? 

1 

.* 
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A  That's  my  initials. 

Q  D.E.O. 


A  D.E.O. ? 


Q 

A 

Q 

A 

Q 

A 

Q 


A 

Q 

A 

Q 

A 

Q 

A 
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Yes,  is  there  a  Don  Olson  with  the  Company? 

Yes,  sir,  Don  Olson. 

Could  those  be  his  initials? 

Could  very  well  be. 

What's  his  function  with  the  Montana  Power  Company? 

He's  in  the  engineering  department  and  does  —  I  believe  is 
the  head  of  the  transmission  section. 

As  far  as  the  transmission  line  figures  are  concerned,  didn't 
you  know  that  it  was  Mr.  Olson  who  extrapolated  some  figures 
and  plugged  those  into  a  particular  form  and  then  sent  those 
to  John  Ross  to  crank  into  an  application? 

I  would  expect  that  Mr.  Olson  would  have  been  involved  in  that 
Yes,  and  Mr.  Ross  was  involved  in  cranking  them  into  the 
application  that  was  filed? 

I  think  Mr.  Ross  had  much  to  do  with  the  preparation  of  the 
application . 

He  actually  put  it  together,  didn't  he? 

He  probably  did. 

Of  course,  it  wasn't  for  him  to  put  together  the  figures.  He 
had  to  get  those  from  someone  else? 

Yes. 

And  whose  decision  would  it  be,  Mr.  O'Connor,  to  put  some 
items  in  and  take  other  items  out  for  the  calculation  of  what 
the  investment  would  be? 
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A  Well,  I  think  I  was  involved  in  some  of  those  decisions. 

Q  And  did  your  decisions,  again,  as  in  the  past,  get  made  on 
the  basis  of  your  conversations  with  others  as  opposed  to 
reviewing  any  written  material? 

A  I  suppose,  and  in  the  conversations,  they  might  have  had  some 
written  material  with  them. 

Q  Did  you  ever  review  any  written  material  with  respect  to 

what  figures  should  be  put  in  and  what  figures  should  not  be 
put  into  the  calculations  for  the  filing  of  the  application? 

A  I  don't  think  that  it  was  material  that  I  reviewed.  It  was  a 
discussion  of  the  things  that  belonged  in  the  application  and 
things  that  did  not. 

Q  You  did  not  review  the  actual  figures? 

A  No,  sir. 

Q  What's  the  relationship,  Mr.  O'Connor,  between  the  cash  flow 
for  the  Colstrip  units  and  the  cost  of  the  Colstrip  units? 

A  Well,  the  cash  flow  could  include  some  things  that  are  not 
necessarily  a  part  of  the  construction  cost. 

Q  Such  as  what? 

A  Interest  during  construction. 

Q  Anything  else? 

A  Taxes  during  construction.  Those  two  are  conspicuous. 

Q  So  the  two  items  that  should  not  be  in  the  cost  of  the 

facility  would  be  the  interest  during  construction  and  the 
tax  during  construction? 

A  Those  are  not  construction  costs. 

Q  Okay.  Any  other  items? 

A  Well,  there  might  be  others.  None  that  occur  to  me  at  the 
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* 

Q  None  very  significant  though? 

A  I  don*t  think  there's  any  very  significant  ones  that  1  recall. 
Those  are  the  two  big  ones. 

Q  Mr.  O'Connor,  was  the  board  of  directors  of  the  Montana  Power 
Company  ever  furnished  with  calculations  for  computing  cost 
of  the  Colstrip  Units  3  and  4? 

A  I'm  not  sure  that  they  were  or  not. 

Q  That's  a  decision  that  you  left  up  to  folks  somewhere  below 
you  in  the  uprating  hierarchy  back  in  1972? 

A  In  computing  the  cost,  yes,  sir.  x 

HEARINGS  EXAMINER:  Mr.  Shenker,  our  court  reporter 
has  to  make  a  change  so  let's  take  a  ten  minute  recess. 
(Following  a  brief  recess,  the  hearing  reconvened  at  3:10  P.M. 
on  May  23 ,  1975 . ) 
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(Following  a  brief  recess,  the  hearing  reconvened  at  3:30  P.M. 

on  May  23,  1975) 

HEARINGS  EXAMINER:  You  may  proceed,  Mr.  Shenker . 

Continuation  Re-Cross-examination  of  Mr.  O'Connor  by 

Department  of  Natural  Resources  and  Conservation 

By  Mr.  Shenker 

Q  Mr.  O'Connor,  we  were  talking  before  the  break  this  afternoon 
about  the  computation  of  the  cost  for  your  facilities  as  you 
applied  for  them,  that  is  for  all  the  facilities  we  have  talk¬ 
ed  about  for  Colstrip  3  and  4 . 

A  Yes,  sir. 

Q  As  a  matter  of  fact,  there  were  two  different  calculations 

made  by  your  staff  at  the  Montana  Power  Company,  weren't  there? 

A  There  could  have  been. 

Q  Didn't  you  review  two  different  calculations? 

A  Pardon? 

O  Did  you  not  review  or  have  brought  to  your  attention  two  dif¬ 
ferent  calculations? 

A  I  had  a  calculation  brought  to  my  attention  to  which  I  suggest¬ 
ed  some  modifications,  and  then  I'm  sure  that  I  would  have  had 
a  calculation  brought  to  my  attention  after. 

O  Were  you  not  aware  of  the  fact,  sir,  that  Joel  Bowers  had  a 
hand  in  developing  much  of  the  figures  that  went  into  the 
application  as  put  together  by  Mr.  Ross? 

A  I  think  that  Joel  Bowers  was  one  of  the  engineers  that  was 
specifically  assigned  to  this. 

O  Yes.  You  knew,  did  you  not,  that  he  had  two  different 
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calculations,  one  of  which  produced  a  filing  fee  of  $1,232,930 
the  other  Of  which  produced  a  filing  fee  of  $1,765,091? 

A  That's  possible. 

Q  You  knew  that  didn't  you? 

A  Yes  sir. 

Q  How  did  you  determine  to  pay  the  filing  fee  that  was  $532,161 
less  than  the  other? 

A  Well,  it  was  determined  on  the  basis  of  the  construction  costs 
and  only  construction  costs,  as  provided  for  under  the  Siting 
Act,  and  I  think  it  was  without  escalation  at  the  time  that 
it  was  calculated,  that's  my  recollection,  and  that  it  was, 
at  least  it  was  not  all  in  1978  or  1979  dollars.  It  wasn't 
escalated,  and  we  did  not  include  interest  during  construction 
and  we  did  not  include  taxes  during  the  construction  period. 

Q  Didn't  you  know,  Mr.  O'Connor,  that  the  two  different  compu¬ 
tations  made  by  Mr.  Bowers,  in  both  cases,  were  computed  on 
the  same  basis  that  you  just  described  -  omitting  interest, 
omitting  taxes  and  de-escalating  costs.  Didn't  you  know  that? 

A  I'm  not  sure  that  I  remember  that  exactly. 

Q  You  don't  know  why  the  decision  was  made  to  pay  the  $500,000 
cheaper  filing  fee  for  this  particular  project? 

A  It  was  made  because  we  believed  that  to  be  the  construction 
cost  upon  which  we  would  file. 

Q  Well,  assuming  that  the  construction  cost  was  the  same  for 

both  of  those  two  calculations,  but  that  one  of  the  calculatior s 
came  out  to  be  $532,161  less  than  the  other,  do  you  know  why 
the  cheaper  filing  fee  was  elected? 

A  If  the  current  construction  costs  were  the  same,  I  don't  think 
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that  the  filing  fee  could  come  out  to  be  the  same. 

O  You  mean  different? 

A  Yes,  different. 

Q  Are  you  telling  me  that  you  don't  know  why  there  would  have 
been  two  such  different  calculations? 

A  No,  I  don't  know  why  there  would  have  been,  using  the  same 
construction  costs. 

0  Now  looking  at  Colstrip  3  and  4,  Mr.  O'Connor,  from  your  stand 
point,  that  is,  Montana  Power  Company's  as  opposed  to  that  of 
all  of  the  applicants  together,  it  is  true  is  it  not  sir, 
that  the  advantages  to  you  as  you  saw  it  to  go  into  Colstrip 
3  and  4  as  proposed  with  the  other  four  applicants  for  the 
kinds  of  facilities  that  you  did  apply  for,  were  that  you 
would  have  the  generation  in  close  proximity  to  your  system, 
which  presented  definite  operating  advantages,  in  that  you 
would  not  have  to  rely  on  long  transmission  lines? 

A  I  think  that  was  one  of  the  advantages. 

Q  And  that  advantage  constituted  a  disadvantage  to  all  of  your 
other  partners  to  Pacific  Northwest  companies? 

A  I'm  sure  it  did. 

Q  Another  advantage  of  this  proposal  was  that  the  additional 
transmission  capacity  that  would  go  with  the  proposal  that 
you  would  make  would  be  available  to  you  for  use  in  sales  of 
surplus  power? 

A  They  would  provide  a  strong  transmission  system  through  this 
state . 

0  For  the  use  in  sale  of  surplus  power? 

A  That  could  be  one  of  the  uses. 
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And  another  of  the  advantages  to  this  particular  proposal 
as  you  made  it  was  that  the  surpluses  would  be  available 
in  the  other  owner's  shares  from  time  to  time,  and  then 
readily  available  to  you? 

Yes  sir,  that  would  be  an  advantage. 

Now..  Mr.  O'Connor,  do  you  know,  sir,  why  the  electric  util¬ 
ities  of  this  country  this  last  winter  had  the  lowest  increase 
in  their  load  growth  at  any  time  in  history? 

I  suspect  that  was  a  consequence  of  some  of  the  conservation 
effort,  and  I  suspect  that  weather  might  have  had  something 
to  do  with  it. 

Isn't  the  economic  condition  of  the  country  also  relevant  too? 
Oh  yes,  that's  relevant. 

And  do  I  understand  your  testimony  to  be  that  you  believe  that 
the  lowest  historical  growth  in  load  for  the  electric  utili¬ 
ties  this  last  winter  to  be  something  that  you  believe  will 
not  recur  in  the  future? 

I  didn't  say  that  I  don't  thin):  it  will  ever  recur. 

You  just  don't  expect  it  to  recur  in  the  next  ten  years? 

Well,  I  certainly  don't  expect  a  permanent  depression  for  ten 
years;  at  least  I  hope  there  isn't  one. 

Did  we  have  a  permanent  depression  when  we  had  that  lowest 
growth? 

We  had  some  economic  adversity. 

Do  you  expect  that  economic  adversity  never  to  recur  within  the 
next  ten  years? 

Occasionally  we  may  have  some  economic  adversity.  I  hope  it 
isn't  on  a  permanent  basis,  and  I  expect  that  the  weather 


( 


-764- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


conditions  over  the  next  ten  years  will  not  always  be  the 
same  as  they  were  in  that  particular  winter,  and  I  expect 
that  even  the  conservation  thrust  may  change  somewhat  from 
that  particular  period.  I  don't  believe  that  it  is  representa 
tive  of  what  will  happen  in  the  next  ten  years  necessarily. 

O  You  told  me  that  you  expect  there  may  be  some  adverse  economic 
conditions  from  time  to  time  in  the  next  ten  years.  You  expect 
there  may  be  some  adverse  weather  conditions  in  the  next  ten 
years,  don't  you? 

A  I  would  expect  so. 

0  You  expect  also  that  there  will  be  some  conservation  pressures 
downward  on  load  during  the  next  ten  years  too,  don't  you? 

A  I  expect  there  will  be  pressures,  yes  sir. 

Q  And  you  would  expect,  therefore,  that  all  of  those  conditions 
in  some  way  should  be  taken  into  consideration  on  your  load 
growth  analysis,  would  you  not? 

A  Well,  of  course,  you  don't  plan  for  short  depressions,  you 
don't  plan  for  abnormally  warm  winters.  You  plan  for  what 
the  average  will  be  over  a  period  of  time. 

O  Certainly.  And  if  you  believe  that  over  a  period  of  time 

there  will  be  adverse  weather,  there  will  be  adverse  economic 
conditions,  and  there  will  be  conservation  efforts,  you  would 
expect,  would  you  not,  that  those  will  be  taken  into  consider¬ 
ation  in  your  load  growth  ? 

A  If  we  thought  all  of  those  things  were  going  to  happen  over  a 
period  of  time,  with  any  degree  of  regularity,  they  would  be 
calculated  in  your  load  growth.  You're  still  going  to  have 
to  furnish  your  loads,  though,  when  there  isn't  a  depression 
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and  when  there  isn't  conservation  and  when  there  isn't  weather 
that  contributes  to  conservation. 

Q  That's  why  you  have  to  do  a  very  careful  job  of  doing  your 
forecast,  isn't  it? 

A  Yes  sir,  and  that's  why  you  have  to  have  capability  to  meet 

. 

those  top  demands. 

Q  Of  course.  You  would  expect,  therefore,  that  your  load  fore¬ 
casting  would  take  into  consideration  your  capability  to  meet 
the  top  demands ,  and  the  extent  to  which  weather  and  economic 
conditions  and  conservation  would  also  depress  the  demand  for 
your  energy? 

A  It  could  have  an  effect  on  it  below  what  your  top  demands 
could  be. 

Q  Yes,  and  you  should  take  that  into  consideration  for  your 
load  forecast  plan? 

A  Certainly. 

Q  I  believe  Mr.  Bellingham  was  discussing  with  you  this  morning, 
Mr.  O'Connor,  the  transmission  lines  to  Broadview,  which  you 
termed  as  part  of  the  Colstrip  1  and  2? 

A  Yes  sir. 

Q  And  the  reason  that  got  before  the  Department  of  Natural 

Resources  was  that  a  transmission  line  of  course  is  a  facility 
is  it  not? 

A  Yes  sir. 

Q  The  Colstrip  to  Broadview  line,  as  presently  designed,  and 
I  suppose,  at  least,  almost  under  construction,  is  much  more 
expensive  than  it  would  have  to  be  if  you  were  just  designing 
a  line  for  Colstrip  1  and  2  without  the  prospect  of  3  and  4 , 
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isn't  it? 

Yes  sir. 

And  I  think  you  were  also  discussing  with  Fir.  Bellingham 
this  morning  your  discussions  in  Washington  D.  C.  the  week 
before  last  and  the  subject  of  the  strip  mining  bill? 

The  subject  of  the  strip  mining  bill  came  up  in  the  discussion 
we  had  in  Washington,  not  by  us. 

Yes,  I'm  just  trying  to  recall  that  you  remember  that  testi¬ 
mony. 

Yes  sir. 

It  is  true,  is  it  not,  that  the  Montana  Power  Company  has 
lobbied  against  the  passage  of  that  strip  mining  bill? 

We  have  representatives  in  Washington,  not  the  people  who 
went  to  Washington  two  weeks  ago,  but  we  have  representatives 
in  Washington  who  probably  lobbied  against  the  strip  mining 
bill. 

Well,  you  know  that,  don't  you? 

Yes,  I  know  that. 

Did  you  meet  with  them  when  you  were  in  Washington? 

Yes,  we  met  with  them. 

And  did  you  review  with  them  their  progress  and  their  success 
in  lobbying  against  the  strip  mining  legislation? 

They  reported  on  the  vote  on  the  strip  mining  bill  to  us. 

We  didn't  do  any  lobbying,  they  reported  on  the  posture  of  it. 
And  after  the  passage  of  the  strip  mining  legislation,  before 
the  veto,  did  their  lobbying  effort  continue? 

I  would  hope  so.  They're  going  to  be  in  trouble  if  they 
didn ' t . 
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Q  Of  course.  It  is  the  position  of  the  montana  Power  Company,  is 
it  not,  that  you  were  opposed  to  strip  mining  legislation  that 
was  passed  by  the  Senate  and  House  of  the  United  States  and 
vetoed  by  the  President? 

A  That  is  our  position,  yes  sir. 

Q  You're  not  opposed  to  the  strip  mining  legislation  in  the 
State  of  Montana? 

A  Well,  we're  opposed  to  some  features  of  it.  We  think  it's  a 
little  extreme  in  some  particulars,  but  we  can  live  with  the 
strip  mining  bill  in  the  State  of  Montana. 

O  Why  can  vou  live  with  the  strip  mining  bill  in  Montana  and 
not  in  the  Federal  system? 

A  Because  they  aren't  the  same  bill. 

Q  What's  the  problem  with  the  Federal  bill  that  you  don't  have 
with  the  Montana  bill? 

A  Well,  we  have  a  problem  understanding  a  couple  of  things  that 
are  even  meant  in  the  Federal  bill. 

Q  Such  as? 

A  Having  to  do  with  valley  floors  and  alleuvial  plains  and  things 
like  this  that  are  not  defined. 

Q  Anything  else  you  can  think  of? 

A  Not  right  at  the  moment,  no, 

Q  What's  extreme  about  the  Montana  legislation  on  strip  mining? 

MR.  BELLINGHAM:  We  object  on  the  grounds  it's 
incompetent  and  immaterial. 

HEARING  EXAMINER:  I  don't  think  it’s  proper 
re-cross,  but  — 

MR.  SIIENKER:  Oh,  we  as)  ed  him  about  the  strip  mining 
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discussions  that  they  may  have  had.  I'd  like  to  know 
what  his  views  are  on  strip  mining. 

MR.  BELLINGHAM:  He  only  testified  on  both  cross 
and  on  redirect  as  to  what  that  particular  subject  elici¬ 
ted  in  the  way  of  conversation  at  that  meeting,  and 
nothing  more. 

MR.  SHENKER:  You  find  it  of  no  significance  in  con¬ 
text  of  his  views  with  respect  to  strip  mining. 

\ 

MR.  BELLINGHAM:  There  were  no  views  expressed  at 
all  .  There  was  just  a  simple  statement  made  and  that  was 
it.  We  object  further  on  the  grounds  it's  irrelevant, 
incompetent  and  beyond  the  scope  of  the  redirect. 

MR.  SHENKER:  I  do  not  have  a  lot  of  testimony  to 
elicit  from  Mr.  O'Connor  on  this;  I  just  simply  want  to 
know  what  his  views  are  on  it.  He  told  me  that  he  re¬ 
gards  the  Montana  legislation  as  extreme.  I  want  to  know 
what's  extreme  about  it,  and  that's  all  I  want  to  know 
on  the  subject. 

MR.  BELLINGHAM:  What  possible  connection  can  that 
have  on  the  subject? 

HEARINGS  EXAMINER:  Sustained.  Let's  try  something 
else;  I  think  you  got  the  answer. 

MR.  SHENKER:  No,  I  don't  have  an  answer  to  what's 
extreme  about  the  Montana  legislation;  that's  the  only 
pending  question  that  I  have.  He's  the  one  who  offered 
the  opinion  that  it  was  extreme;  I  simply  want  to  know 
what  he  means  by  that;  so  for  purposes  of  the  record, 
it's  a  clarification  about  what's  extreme. 
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HEARINGS  EXAMINER:  His  answer  was  in  answer  to  a 
question  addressed  to  him. 

MR.  SHENKER:  Yes,  he  compared  the  Federal  and  the 
state  legislation,  saying  that  the  Montana  legislation 
was  a  little  extreme.  I  didn't  ask  him  whether  the 
Montana  legislation  was  extreme?  I  now  want  to  know 

what  he  meant  when  he  said  that. 

\ 

HEARINGS  EXAMINER:  I'm  going  to  sustain  the  object¬ 
ion.  I  can  see  how  you  can  pursue  the  Federal  and  state 
strip  mining  bill,  but  I  don't  know  you  intend  to  prove 
or  disprove  any  issue  particularly  here,  if  you're  going 
to  impeach  him  on  credibility  or  something.  What's  the 
purpose  of  the  relevancy,  Mr.  Shenker? 

MR.  SHENKER:  There  are  two  purposes,  Mr.  Davis. 
First,  of  course,  is  as  the  hearing  examiner  simply  al¬ 
luded  to,  is  the  credibility  of  the  witness'  qualifica¬ 
tions  generally  to  speak  on  the  issues  which  he  has  ad¬ 
dressed.  Secondly,  I  believe  that  strip  mining  peripher¬ 
ally  related  to  the  issues  we  have  here  because  we  must 
determine  the  availability  of  the  coal  supplies,  and  we 
are  required  under  the  Siting  Act  to  make  certain  that 
there  is  no  adverse  environmental  impact  that  is  above  thi 
minimums  with  respect  to  the  reclamation  of  the  land  as 
well.  There  is  a  strip  mining  bill  that  Westinghouse  En¬ 
vironmental  Analysis  addresses  itself  to  the  extent  to 
which  there  will  be  any  reclamation  problems.  There  are 
reclamation  discussions  in  the  Environmental  Impact 
Statements  filed  by  the  Department.  There  are  witnesses 
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on  the  witness  list  for  both  the  applicants  and  the 
Department  who  intend  to  address  reclamation  questions 
which  are  which  are  in  the  strip  mining  considerations. 
But  I  think  it's  relevant  to  the  issues  that  we  have 
before  us  in  these  proceedings. 

HEARING  EXAMINER:  Well,  we  do  have  strip  mining 
laws  that  will  have  to  be  complied  with,  in  any  event, 
whether  we  like  the  law  or  whether  we  don't  like  the  law. 
So,  I'm  going  to  sustain  the  objection  and  see  if  we 
can't  get  on  with  some  other  aspects. 

MR,  SHENKER:  I'd  like  to  make  a  offer  of  proof  on 
that  before  Mr.  O'Connor  leaves. 

Q  Mr.  O'Connor,  with  respect  to  the  pump  storage  discussion 
that  you  had  with  Mr.  Bellingham,  did  I  understand  your 
testimony  to  be  that  you  need  a  base  load  of  steam  generation 
before  you  can  go  to  pump  storage? 

A  We  need  some  kind  of  generation  to  pump  water. 

Q  Why  does  it  have  to  be  a  steam  generation  - 

A  It  doesn't  have  to  be.  If  you  had  any  hydro,  you  wouldn't 
need  the  pump  storage. 

Q  But  you  have  to  have  some  kind  of  base  load,  not  necessarily 
steam? 

A  You  have  to  have  power  to  run  a  pump. 

Q  Both  ways?  Pump  storage  talks  about  reversible,  doesn't  it? 

A  Pump  talks  about  going  up.  You  pump  the  water  back  up  into 

the  reservoir.  And  when  it  comes  down  it  becomes  a  turbine. 

Now  you  could  pump  it  back  up,  I  guess,  with  diesel  power. 

It  doesn't  have  to  be  generation.  But  in  the  sense  that  it's 

\  -771- 


28 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


_ 


Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 


A 

Q 


used  in  this  industry,  you  use,  normally,  surplus  off-peak 
steam  generation  to  pump  your  water. 

Now  do  you  plan  to  have  any  surplus  off-peak  steam  generation 
in  your  system? 

Well,  we're  bound  to  have  some,  let  us  say,  from  midnight  'til 
six  o'clock  in  the  morning;  I'm  sure  there'll  be  some  power. 
Where  is  that  going  to  come  from? 

Well,  we  have  some  now  from  the  Corette. 

That's  surplus? 

Surplus  to  the  firm  power  needs. 

And  it's  peak  also? 

Oh  I  don’t  know  as  it's  surplus  to  peak.  Peak  is  what  we're 
talking  about  trying  to  provide  here,  and  we  wouldn't  pump 
that  water  with  power  during  the  peak  load. 

You  understand,  don't  you  Mr.  O'Connor,  that  the  Cols trip  3 
and  4  power  is  intended  by  at  least  some  of  the  applicants  to 
be  used  both  for  energy  and  for  peak? 

Oh,  certainly. 

You  would  expect  all  of  the  applicants,  in  fact,  to  be  using 
it  for  both  for  energy  and  peak? 

I  am  sure  they  would. 

And  as  I  understand  it,  your  concept  of  the  use  of  the  Colstrip 
3  and  4  power  is  that  it  should  be  utilized  instead  of  other 
hydroelectric  capacity  that  otherwise  could  be  switched  to 
peak  and  surplus  for  storage.  Isn't  that  right? 

I  didn't  understand  the  question. 

Let  me  rephrase  it  for  you  sir.  When  Colstrip  3  and  4  come 
on  stream,  if  they  do,  and  Montana  Power  Company  has  available 
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to  it  420  megawatts  approximately  from  your  30  percent  share 
of  the  1400  megawatts  from  Colstrip  3  and  4,  you  would  propose 
to  use  that  energy  in  lieu  of  otherwise  available  hydroelectric 
power,  which  you  could  then  utilize  for  peak  or  storage? 

A  We  would  not  ever  use  steam  power  in  lieu  of  hydropower,  unless 
we  could  store  the  hydropower. 

Q  Yes,  and  if  you  could  store  the  hydropower,  you're  going  to  do 
that,  and  run  the  steam  full  board? 

A  Yes  sir. 

Q  In  your  system  now,  Mr.  O'Connor,  is  it  cheaper  for  you  to 

operate  your  hydroelectric  station,  or  is  it  cheaper  for  you 
to  operate  your  one  coal-fired  thermo  generating  station? 

A  It's  cheaper  to  run  hydro  stations  when  the  water  is  available, 
of  course. 

Q  Do  you  expect  that  the  Colstrip  units  1  and  2  will  be  less 
expensive  to  operate  than  the  Corette  station? 

A  No  sir. 

Q  Do  you  expect  that  3  and  4  would  be  less  expensive  than  1  and 
2? 

A  I  think  not. 

Q  So  it  would  be  the  case  then,  would  it  not,  Mr.  O'Connor,  when 
you  are  operating  Colstrip  units  3  and  4,  if  you  do,  that  those 
will  be  the  most  expensive  units  that  you  will  have  on  your 
system  in  terms  of  operation  of  stations? 

A  Yes  sir,  the  last  station  you  put  on  your  system  is  probably 
going  to  be  the  most  expensive. 

Q  Those  are  the  ones  that  you  want  to  operate  at  full  board 
rather  than  the  hydroelectric  stations? 
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A  We  want  to  use  the  hydroelectric  power  to  the  extent  that 

we're  able  for  peaking  purposes  so  that  we  won't  be  building 
the  most  expensive  kind  of  generation  that  we  can  provide  just 
to  provide  peak. 

Q  If  you  wanted  just  to  provide  peak,  you  would  build  a  hydro¬ 
electric  facility,  wouldn't  you? 

A  Not  necessarily.  It  would  depend  on  what  the  capabilities  of 
the  hydroelectric  facility  were. 

Q  If  you  wanted  to  provide  peak,  you  certainly  wouldn't  build 
the  coal-fired  thermo  generating  stations  for  that  purpose, 
would  you? 

A  Well,  we’d  like  to  avoid  it, 

Q  Now  let's  talk  for  a  few  minutes,  Mr.  O'Connor,  about  what  you 
discussed  with  Mr.  Bellingham  with  the  respect  to  the  hauling 
of  coal.  You,  I  believe,  told  him  that  the  haul  from  Wyoming 
is  all  down  hill? 

A  No,  I  didn't  tell  him  that  at  all.  I  told  him  that  coal  mined 
in  the  Rock  Springs  area  was  downhill  to  the  Pacific  Coast. 

Q  Are  there  any  coal  mines  in  Wyoming  that  would  carry  coal  to 
the  West  Coast  that  are  not  downhill? 

A  They  wouldn't  be  downhill  all  of  the  way.  No  one  mentioned 

those  this  morning.  The  coal  shipped  from  Gillette  would  have 
to  go  over  the  Continental  Divide, 

Q  Is  there,  to  your  knowledge,  any  present  arrangement  with  the 
shipment  of  coal  from  Gillette,  Wyoming  over  the  Continental 
Divide  to  generating  stations  in  the  West? 

A  I  understand  that  Portland  General  Electric  has  such  a  contract 
I  don't  think  the  coal's  been  shipped  yet,  but  I  understand 
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they  have  such  a  contract. 

Q  Is  that  the  one  that  you  didn't  bid  on? 

A  That's  the  one  at  Boardman;  that's  the  one  we  didn't  bid  on. 

Q  And  your  testimony  also  is  that  hauling  the  coal  east  is  all 
downhill  too,  is  that  right? 

A  The  hauling  of  coal  from  Colstrip  to  the  markets  that  we 
talked  about  this  morning  is  downhill. 

Q  From  Wyoming  also? 

A  From  some  parts  of  Wyoming,  yes  sir.  And  a  great  deal  of 
Wyoming  coal  is  shipped  to  the  east. 

Q  The  problem,  that  I  take  it,  that  you  address  with  respect  to 
hauling  coal  uphill  is  that  you  need  more  locomotive  power  to 
get  the  trains  up  the  hill? 

A  Sure. 

Q  Have  you  discussed  with  anybody  from  Burlington  Northern  what 
the  relative  costs  are  when  you  go  west  versus  east  uphill  or 
downhill? 

A  Our  people  have  had  those  discussions  and  reported  them  to  me. 

Q  Have  you  had  these  such  discussions? 

A  No,  I  don't  negotiate  freight  rates. 

Q  Have  you  ever  had  a  discussion  with  the  president  of  the 
Burlington  Northern  on  that  subject? 

A  On  the  subject  of  freight  rates?  No,  he  doesn't  negotiate 
freight  rates  either. 

Q  I  don't  wish  to  demean  the  status  of  presidencies,  Mr.  O' Connor, 
but  I'm  asking  whether  you  and  the  president  of  the  Burlington 
Northern  have  ever  had  any  discussion  on  the  relative  costs, 
not  specific  freight  rates,  relative  costs  of  shipping  coal 
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east  or  west? 

A  I  recall  no  such  discussions  with  the  president  of  the 
Burlington  Northern. 

Q  How  about  with  the  vice-president  in  charge  of  unit  trains 
for  coal  hauling,  Mr.  George  Poe?  Have  you  ever  had  a  dis¬ 
cussion  with  him? 

A  I  never  had  such  a  discussion  with  George  Poe. 

Q  You  know  Mr.  Poe,  don't  you? 

A  Oh,  sure. 

Q  Sure.  You  know  his  view  is  that  the  Burlington  Northern 

can  haul  your  coal  from  Colstrip  to  the  west  coast  at  a  com¬ 
petitive  advantage  over  any  transmission  of  that  power  from 
Colstrip  to  the  west,  don't  you? 

A  Well,  you  wouldn't  expect  George  Poe  to  say  that  the  railroads 
can't  haul  coal.  That's  their  business,  and  it  gives  them 
an  opportunity  to  do  so, 

Q  At  a  competitive  advantage,  sir? 

A  At  a  competitive  advantage  to  what? 

Q  To  the  railroads,  sir.  That  it  is  competitively  economically 
better  for  the  utility  to  have  the  coal  hauled  by  Burlington 
Northern,  or  other  railroads,  from  Colstrip,  Montana  to 
generating  stations  near  load  centers  in  the  west,  rather  than 
to  transmit  the  power  from  Colstrip,  Montana  by  transmission 
lines  that  run  from  Nine-mouthgenerating  facilities  at  Colstrip 
to  the  load  centers  in  the  west? 

A  Mr,  Poe  didn't  tell  me  that, 

Q  He  didn't? 

A  No  sir. 
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Q  You  don’t  know  Ryan? 

A  Sure. 

Q  Did  he  tell  you  that  Mr,  Poe  had  told  him  that,  and  he  that, on 
the  19th  of  May,  Monday  of  this  week,  under  oath? 

A  No  sir.  He  certainly  didn't.  I  haven't  seen  Mel  Ryan  since 
Monday  of  this  week. 

Q  Talked  to  him  by  phone? 

A  No  sir. 

Q  Do  you  know  what  the  cost  would  be  to  haul  coal  from  Colstirip, 
Montana  any  place  west? 

A  Well  I  know  what  the  quotations  that  were  given  to  us  some 

years  ago  at  certain  points;  I  don't  know  what  it  is  now,  no. 

I  haven't  inquired  about  what  the  Burlington  Northern  freight 
rates  are  to  any  particular  point  in  the  west,  and  they  change 
rather  rapidly. 

Q  Tell  me  what  you  do  know  about  what  was  given  to  you  some 
years  ago? 

A  Some  years  ago  they  gave  us  some  freight  rates  to  Livingston, 
they  gave  us  some  freight  rates  to  area  of  Three  Forks  or 
Toston  and  they  gave  us  some  freight  rates  to  Plains,  And  the 
further  they  went  west,  obviously,  the  higher  the  rates  were 
on  a  ten  mile  basis, 

Q  Has  anybody  from  Washington  Water  Power  Company,  Mr.  O'Connor, 
told  you  about  their  discussions  with  Burlington  Northern  on 
the  hauling  of  coal  by  rail? 

A  No  sir. 

Q  Nobody  for,  from  or  on  behalf  of  Washington  Water  Power  has 
told  you  what  they  understand  the  costs  might  be? 
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A  No  sir. 

Q  Do  you  know  Curtis  J.  Hockadale  of  the  Burlington  Northern? 

A  No  sir. 

Q  Do  you  know  Dave  VanHursen  of  the  Washington  Water  Power 
Company? 

A  No  sir, 

Q  Do  you  know  Mr.  Sandgren  of  the  Burlington  Northern? 

A  Sandgren?  No  sir. 

Q  Now  Mr.  Bellingham  was  asking  you  about  a  portion  of  your 

deposition  taken  on  April  16th  and  17th,  1975,  He  was  asking 
about  some  testimony  that  appears  on  page  47.  I  believe  that 
testimony  where  he  read  in  questions  that  I  put  to  you  was 
quoted  from  the  memoradum  internal  to  the  Montana  Power 
Company,  which  is  Exhibit  1  to  your  deposition,  and  to  the 
back  of  your  deposition.  Would  you  turn  to  that  please,  sir. 
Exhibit  1  of  your  deposition  is  entitled  "Generation  Study, 
March  13,  1970,  180  versus  330  Megawatts"? 

A  It's  in  the  back  of  the  deposition? 

Q  It  should  be,  otherwise  the  exhibits  are  not  with  the  original 

A  I  just  don't  see  an  exhibit  in  the  back  of  this. 

Q  Let  me  show  you  my  copy,  $£x *  This  is  Exhibit  1  to  your 

deposition,  O'Connor  Exhibit  1,  March  13,  1970,  180  versus 
330  Megawatts  Generation  Study? 

A  Yes  sir. 

Q  Do  you  see  on  the  second  page  that  internal  Montana  Power 
Company  memorandum? 

A  I  see  the  second  page, 

Q  Now  the  top  paragraph,  sir,  and  the  third  sentence  in  the  top 

-778- 


i 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


paragraph,  does  that  not  state  that  you  do  not  yet  have  your 

problems  solved  with  the  existing  unit  at  the  Corette  station 
so  that  there  could  be  considerable  resistance  to  the  instal¬ 
lation  of  an  additional  unit  at  Corette  at  that  time? 

A  That's  what  it  says. 

Q  You  don't  disagree  with  that,  do  you? 

A  No,  I  mentioned  that  yesterday,  we  were  having  some  problems 
with  the  precipitator. 

Q  Now,  if  I  understand  your  testimony  correctly,  toward  the  end 
of  your  redirect  examination  this  afternoon,  sir,  that  there 
was  no  possibility  of  commercial  generation  from  solar  power 
at  this  time? 

A  That  was  my  testimony. 

Q  Do  you  believe  that  there  presently  is  no  technology  on  which 
experimentation  has  been  done  which  has  produced  the  conclu¬ 
sion  that  there  is  commercial  capacity  available? 

A  I  never  heard  of  that  technology,  and  when  you  talk  about 

commercial  capacity,  you  mean  enough  to  run  a  store  or  power 
company . 

Q  You  don't  want  to  develop  the  generation  station  that's  enough 
to  run  a  power  company,  do  you? 

A  I  want  it  to  contribute  considerably  to  running  a  power  company 

Q  Then  let's  talk  about  contributing  to  power  companies.  Do 
you  know  of  any  utility  companies  in  the  world  today  who 
actually  have  solar  power  facilities  on  stream  at  the  moment? 

A  No,  I  don't  know  of  any, 

Q  Do  you  believe  that  there  are  none? 

A  No,  I  don't  know  as  I  believe  that,  I  just  don't  know  of  any. 
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Q  And  you  believe  that  that,  in  fact,  has  not  been  investigated 
by  the  Montana  Power  Company,  don't  you? 

A  Whether  there  are  any  in  the  world? 

Q  On  stream,  yes.', 

A  We  didn't  investigate  the  world, 

Q  You  didn't  investigate  the  world?  Does  that  include  not 

investigating  commercial  facilities  operated  by  utility  com¬ 
panies  someplace? 

A  Commercial  —  what  are  commercial  facilities? 

Q  You  don't  know  that  term? 

A  Well,  I  think  that  there  is  more  than  one  interpretation 
of  the  term. 

Q  I  was  trying  to  use  your  term,  Mr.  O'Connor,  Were  you  not 

talking  about  the  commercial  operation  of  the  solar  unit  that 
would  be  available  to  the  Montana  Power  Company;  isn't  that 
what  you  meant  by  it? 

A  If  you  got  ten  kilowatt  hours  and  connected  it  to  your  system, 
it  would  be  available  to  the  Montana  Power  Company.  It  would 
not  be  a  commercial  installation, 

Q  Do  you  know  of  any  installations  of  at  least  five  megawatts 
operated  by  solar  power? 

A  Oh,  this  might  be  five  megawatts  now  we’re  getting  down 

to  cases,  and  that  is  entirely  conceivable  and  wouldn't  interes 
us  one  bit. 

Q  How  about  50? 

A  Fifty  might  interest  us  for  peak, 

Q  Where  do  you  know  of  a  50  megawatt  facility  that*s  now  being 
operated  under  solar  power? 
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A  I  don't  know  of  any. 

Q  Have  you  looked? 

A  No,  sir. 

Q  Do  I  also  understand  your  testimony  correctly,  sir,  that  it 
was  in  May  of  1975,  that  is  this  year,  that  you  were  informed 
as  to  the  natural  gas  limitations  that  would  be  placed  upon 
the  company  by  the  government  of  the  Dominion  of  Canada? 

A  Yes  sir,  I  think  it  was  about  May  of  1975,  this  year,  early 
part  of  this  month. 

Q  I  believe  it  was  Mr.  Bellingham  who  elicited  your  testimony, 
sir,  late  this  morning,  that  the  only  fair  way  for  us  to  look 
at  how  the  decision  was  made  to  build  Colstrip  3  and  4  is  it 
simply  was  an  extension  of  Colstrip  1  and  2? 

A  It  was  a  part  of  the  Colstrip  complex.  At  the  time  we  started 
Colstrip,  we  made  an  extensive  study  in  comparison  to  other 
sites,  and  came  to  the  conclusion  that  the  Colstrip  site, 
capable  of  3,000  megawatts,  was  the  preferable  site. 

Q  I  believe  that's  consistent  with  what  I  put  to  you  as  a 

question,  Mr.  O'Connor,  but  I'm  not  sure.  Is  it  your  testi¬ 
mony,  sir,  that  inasmuch  as  you  started  out  with  a  grand 
design  of  a  maximum  of  3,000  megawatts  of  capacity  at  Colstrip, 
once  you  had  put  700  of  those  megawatts  in,  the  proposal  to 
build  another  1400  of  those  megawatts  didn't  mean  a  separate 
idea,  it  was  just  an  extension  of  part  of  your  plan? 

A  Sure.  It  was  an  extension  of  the  Colstrip  development. 

Q  When  you  project,  Mr,  O'Connor,  your  needs  for  Colstrip  3  and 
4,  we  necessarily  look  at  what  loads  those  will  service,  do  we 
not? 
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A  Yes,  sir. 

Q  And  when  we  look  at  how  your  loads  will  change,  if  at  all, 
we  are  necessarily  making  a  determination,  aren't  we,  about 
the  affluence  of  the  state  of  Montana,  and  the  population  of 
the  state  of  Montana  and  the  economic  nature  of  people  who 
live  here? 

A  This  is  bound  to  have  an  influence  on  our  load. 

Q  Your  load  is  only  a  reflection  of  the  nature  of  the  economic 

activity  in  the  state,  the  people  who  live  here,  and  how  they 
conduct  their  lives,  isn't  that  true? 

A  Surely. 

Q  Do  you  recall  telling  the  people  of  this  state  the  story  about 
Colstrip  3  and  4,  that  is,  what  it's  all  about,  in  a  little 
pamphlet? 

A  I  recall  a  pamphlet. 

Q  Do  you  recall  asking  the  question,  in  bold  letters,  "Who  Needs 
Electricity  from  Colstrip?1*? 

A  I  think  that  might  have  been  one  of  the  questions. 

Q  And  the  answer  is  ''Montana  does",  isn't  that  right? 

A  Yes,  sir, 

Q  The  answer  also  is  "the  Pacific  Northwest  does"? 

A  I  suspect  that's  part  of  the  answer  too. 

Q  Did  you  try  to  give  the  full  story  of  the  need  for  Colstrip  in 
this  pamphlet? 

A  Well,  I  don't  think  we  gave  the  full  story  of  Colstrip  in  that 
pamphlet.  It  isn't  that  voluminous. 

Q  Mr.  Graybill  had  asked  of  you  and  discussed  further  today, 

sir,  another  little  pamphlet  that  you  had  put  out  which  is  the 
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Northern  Plains  Exhibit  No.  1.  May  I  have  that  please. 

Thank  you.  (Clerk  hands  Mr.  Shenker  Northern  Plains  Exhibit 
No.  1)  This  pamphlet  is  entitled  "Answers  To  Your  Questions", 
and  the  first  question  is  "How  wide  will  the  right-of-way  be 
for  the  transmission  line?"  Do  you  see  the  answer  to  that 
question? 

A  Yes,  sir,  I  see  the  answer. 

Q  You  know  that  answer  is  false,  don't  you  sir? 

A  Pardon? 

Q  Didn't  you  hear  the  question? 

A  No,  I  didn't  hear  the  question. 

Q  You  know  that  answer  is  false,  don't  you? 

A  I  don't  know  whether  that  answer  is  false. 

Q  Do  you  know  what  the  right-of-way  is  intended  to  be  for  the 
transmission  line? 

A  No  sir. 

Q  Do  you  believe  that  the  C.  T.  Main  Company  has  made  a  deter¬ 
mination  as  to  what  the  transmission  line  corridor  width  will 
be? 

A  I  suspect  the  subject  of  the  modifications  of  the  Board  of  the 
Department  of  Natural  Resources,  in  its  location,  they've  made 
that  determination. 

Q  What  is  stated  in  that  Exhibit  No.  1  of  Northern  Plains  Re¬ 
source  Council,  Mr.  O'Connor,  with  respect  to  the  proximity 
to  that  transmission  line,  in  the  answer  to  the  first 
question,  of  any  neighboring  problems? 

A  It  says  the  right-of-way  width  for  the  two  parallel  transmissi 
lines  will  be  300  feet.  The  outside  lines  on  each  transmissio 
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tower  will  be  60  feet  from  the  edge  of  the  right-of-way. 

Q  You  don't  khow  if  that's  true? 

A  I  don't  know  -  I  didn't  design  it, 

Q  Did  you  read  this  pamphlet  before  it  went  out? 

A  I  suspect  that  I  looked  at  those  answers  before  it  went  out. 

I  had  no  reason  to  question  them, 

Q  Okay.  The  third  question  under  "Technical  Questions"  in  the 
same  pamphlet  is  "Will  the  transmission  lines  adversely  affect 
people?"  Do  you  see  the  answer  to  that  question? 

A  I  see  the  answer. 

Q  It's  a  fair  reading  of  that  answer  that  the  intentment  of  it 
is  no,  isn't  it? 

A  I  don't  think  that  the  answer  says  "no". 

Q  Do  you  think  you  can  read  that  answer  and  conclude  that  the 
transmission  lines  can't  affect  people? 

A  It  doesn't  say  that  it  can't,  but  I  wouldn't  conclude  that 
it  would  suggest  that  it  wouldn't, 

Q  Don't  you  know,  Mr.  O'Connor,  that  the  transmission  lines  are 
put  into  service  at  500  kilovolts  —  that  there  are  substantial 
precautions  that  have  to  be  taken  in  order  to  avoid  hurting 
people? 

A  And  the  same  thing  is  true  of  50  kilovolts,  the  same  thing 
is  true  of  120  volts, 

Q  Your  answer  to  my  question  is  yes? 

A  Certainly. 

Q  You  also  know  that  with  respect  to  smaller  voltage  lines? 

A  Certainly. 

Q  You  don't  think  it's  necessary  to  tell  folks  that  there's 
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certain  precautions  that  have  to  be  taken  in  order  to  avoid 
being  hurt? 

Well  indeed  we  have  repeatedly  told  people  about  the  pre¬ 
cautions  that  need  to  be  taken  around  electrical  lines. 

Did  you  do  so  in  that  pamphlet? 

In  this  pamphlet? 

Yes. 

No  I  don’t  think  that  this  pamphlet  --  that  that  was  the  de¬ 
sign  of  the  pamphlet. 

Did  you,  by  any  chance,  Mr.  O’Connor,  attend  a  meeting  last 
night  that  Martin  White  attended  to  give  a  presentation  on 
Colstrip? 

No,  sir. 

You  know  who  Martin  White  is? 

Oh  certainly  I  know  who  Martin  White  is. 

He's  with  the  Western  Energy  Company? 

Yes,  sir. 

He's  the  town  manager  of  Colstrip? 

Yes,  sir. 

Do  you  know  what  he  would  have  had  in  mind  in  referring  to 
contributions  made  by  the  Montana  Power  Company  for  research 
on  alternate  forms  of  energy? 

No,  I  wouldn’t  have  any  idea  what  he  had  in  mind.  I  didn't 
review  his  statements  or  didn't  discuss  them  with  him,  either 
before  or  after  his  statements  last  night. 

Nobody  told  you  about  what  he  had  to  say? 

No  sir. 

When  the  town  of  Colstrip  becomes  incorporated  after  the 
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- — ii - 1 

various  steps  necessary  that  you  described  to  Mr.  Bellingham 
today,  sir,  does  the  Western  Energy  Company  or  the  Montana 
Power  Company  invision  that  they  will  have  any  continuing  role 
for  the  provision  of  services  —  other  than  payment  of  taxes? 

A  Pardon? 

Q  Other  than  the  payment  of  taxes? 

.l. 

A  We  expect  to  run  utility  service  there,  like  electrically  — 
we  expect  to  sell  electricity  in  Colstrip.  We  do  now,  we 
expect  to  continue. 

Q  There  are  municipal  services  being  conducted  in  Colstrip  now, 
are  there  not? 

A  Yes,  and  we'd  like  to  get  rid  of  some  of  those. 

Q  Do  you  intend  to  sell  those  to  the  town  of  Colstrip? 

A  We'd  like  to  get  rid  of  them,  yes  sir. 

Q  At  a  price? 

A  Well,  I  don't  think  that  we  would  like  to  give  away  the  water 
system,  or  give  away  the  sewer  system  free  of  charge  but  we 
might  decide  to  do  it, 

Q  You  haven't  made  that  decision  yet? 

A  No,  we  haven't  made  that  decision, 

Q  As  to  all  the  municipal  services  that  you  now  conduct  for  the 
companies  down  in  Colstrip,  you'd  like  to  be  able  to  sell  those 
to  the  municipality  that  will  form  as  a  separate  incorporated 
city? 

A  All  except  the  delivery  of  electricity. 

Q  That  you'd  like  to  retain  in  order  to  be  the  deliverer  of 
that  electricity? 

A  Yes,  that's  our  business* 


-786- 


1 


2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 

26 

27 

28 


Q  That's  one  of  your  businesses,  actually,  isn't  it?  Are  the 

power  generating  stations  going  to  be  located  within  the  city 
limits  of  the  city  of  Colstrip? 

A  I  can't  tell  you  whether  they'll  be  in  city  limits  --  you  know, 
Colstrip  may  not  be  incorporated.  It  could  be  a  community  in 
this  state  without  being  incorporated. 

Q  Well  it  is  right  now  --  it's  a  company  town,  isn't  it? 

A  It  could  be  a  company  town,  or  it  could  be  a  privately  held 
town  without  the  company  having  any  jurisdiction  at  all  over 
it . 

Q  You,  Mr.  O'Connor,  have  told  us  of  your  solemn  desire  to  have 
incorporation  t 

A  I  didn't  say  anything  about  incorporation. 

Q  Why'd  you  file  all  the  papers  with  the  county  of  Rosebud  and 
the  plat  maps  with  the  town  planners? 

A  So  that  it  could  be  a  part  of  the  government  in  that  county, 

not  subject  to  jurisdiction  by  the  Montana  Power  Company,  with 
or  without  corporation.  It  does  not  have  to  be  incorporated 
to  be  a  community  and  a  part  of  a  government  in  this  state. 

Q  Now  are  the  plats  that  have  been  filed  for  the  town  of  Colstrip, 
whether  incorporated  or  no,  such  as  to  include  within  the  com¬ 
munity  boundaries  the  power  generating  stations  for  Colstrip 
units  1,  2,  3  or  4? 

A  The  plats  that  are  filed  for  the  town  of  Colstrip  are  only  for 

the  town  of  Colstrip  --  they  do  not  include  the  mine,  they  do 
not  include  the  generating  plants,  or  any  of  that  facility. 

Q  Is  that  the  way  you'd  like  it  to  go  if  it  were  incorporated? 

A  Oh,  I  don't  see  that  it  makes  a  great  deal  of  difference. 
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Does  the  Western  Energy  Company  presently  have  a  reservation 
of  mineral  rights  on  the  area  that  has  been  platted  for  the 
community  of  Colstrip? 

I  can't  tell  you  for  sure,  but  I  would  hope  they  would. 

Downtown  Colstrip? 

Any  part  of  Colstrip. 

Ju! r  - 

Uptown  -  downtown? 

I  don't  know  which  is  which. 

Do  you  know  why  Mr.  Martin  White,  the  town  manager  of  Colstrip, 
might  know  something  more  about  the  Ken  R.  White  plan  than  you 
might? 

He  might  know  things  about  the  Ken  R.  White  plan  that  I  don't, 
yes . 

Would  you  be  surprised  to  hear  that  the  Ken  R.  White  Company 
has  sent  town  planners  to  live  in  the  town  of  Colstrip? 

That  they  have  sent  planners  to  live  there? 

Yes. 

I  didn't  know  that  they  had. 

I  didn't  either.  Did  you  know  who  they  might  have  been? 

No  sir. 

Do  you  know  why  Mr.  White  might  have  said  that  last  night? 

He  probably  thought  that  was  the  situation.  Mr.  White  doesn't 
go  around  lying  to  people. 

He  could  have  been  misinformed,  couldn'\t  he? 

Well,  that's  possible. 

Do  you  believe  that  the  Ken  R.  White  Company  has  some  particula 
expertise  in  determining  lifestyle? 

I  really  can't  help  you  with  that  one  —  I  don't  know. 
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Q  You  didn't  hire  them  for  that  purpose,  did  you? 

A  No,  we  didn't  ask  them  to  determine  somebody's  lifestyle. 

Q  You  hired  them  to  lay  out  - 

A  In  the  first  place,  I  don't  know  what  lifestyle  is. 

Q  That's  what  you  didn't  hire  them  to  study? 

A  I  don't  think  they  were  hired  to  study  lifestyle. 

Q  You  couldn't  hire  them  to  do  that  because  you  didn't  know 
what  it  was? 

A  Well,  I  don't  know  what  it  is  they  might. 

Q  You  did  hire  them  to  lay  out  streets  and  roads  and  houses 
and  sewage  systems  and  determine  municipal  services  and  to 
project  population,  isn't  that  what  you  had  in  mind? 

A  All  of  those  things  including  parks,  recreational  facilities, 
bicycle  paths  -  all  of  the  things  that  you  conveniently  left 
out  -  they  were  to  be  included  in  the  Ken  R.  White  plan. 

Q  Anything  else  that  you  want  to  conveniently  include? 

A  Well  certainly  those  are  included.  Facilities  for  educational 
institutions,  a  golf  course;  a  number  of  things.  They  were 
included  in  the  assignments  given  to  Ken  R.  White. 

Q  When  Colstrip  units  1  and  2  were  conceived,  the  Montana  Power 
Company,  according  to  Mr.  White  last  night,  knew  that  you  were 
going  to  have  some  social  and  economic  problems  in  the  Colstrip 
area,  isn't  that  true? 

A  Well,  I  think  it's  reasonable  to  assume  that  when  there  are 

a  number  of  people  living  in  a  community,  you  are  going  to  have 
some  social  problems  and  some  economic  problems,  probably. 

Q  And  that's  why  you  engaged  the  Ken  R.  White  Company  to  do  their 
study? 
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A  We  engaged  the  Ken  R.  White  Company  because  we  knew  that  we 
were  going  to  have  a  community  there  much  larger  than  the  one 
that  had  existed  for  a  number  of  years  and  we  wanted  to  be  sure 
that  the  development  of  that  community  was  in  an  orderly  fashion. 
We  had  made  that  commitment  to  those  people  before  that. 

Q  The  Colstrip  complex,  you  have  told  us,  was  conceived  in  1968. 
This  is  1975  -  seven  years  later.  Can  you  tell  me,  Mr.  O'Con¬ 
nor,  of  any  analysis,  studies  or  plans  that  have  been  done  to 
meet  those  social  and  economic  problems  of  the  folks  in  and 
around  the  area  of  Colstrip,  other  than  that  Ken  R.  White 
plan? 

A  Any  studies? 

Q  Analysis  -  projections  — 

A  No,  the  Ken  R.  White  plan  is  the  one  upon  which  we  are  pro¬ 
ceeding  . 

Q  That's  the  only  one,  isn’t  it? 

A  Well,  one's  enough.  One  is  enough. 

Q  And  that  one  was  proposed  for  units  1  and  2? 

A  No  sir,  that  was  not  proposed  for  units  1  and  2  exclusively. 

That  provided  for  expansion  ~  still  does  ~  and  if  Colstrip 
3  and  4  are  built  the  Ken  R.  White  plan  can  be  pursued  to 
provide  the  needs  of  that  community. 

Q  Which  has  not  been  done  so  far? 

A  Those  expansions? 

Q  Yes 

A  No,  they  haven’t  been  done  so  far. 

Q  I  think  I  asked  you  a  little  bit  earlier,  Mr.  O'  Connor ,  about 
that  bad  winter  in  which  the  electric  growth  was  down  -  the 
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electric  power  generation  was  down  -  and  the  latest  report 
that  has  been  issued  on  national  trends  in  energy  resource 
use  actually  shows  that  rather  than  having  a  low  increase  in 
load  growth,  there  has  actually  been  a  decrease  in  load  growth, 
isn't  that  true,  sir? 

A  I  don't  know  -  I  haven't  seen  that  projection, 

Q  Do  you  read  the  FPC  quarterly  reports  on  national  trends  in 
energy  use? 

A  Mr,  Shenker,  I  couldn't  carry  the  FPC  reports,  let  alone  read 
them  all. 

Q  Well,  there's  a  little  one-pager  that  comes  out  that's  called 
the  FPC  - 

A  They're  all  little  one-pagers. 

Q  Do  you  read  the  one-pagers  called  FPC  News  that  summarize 
the  week  in  review? 

A  No  sir, 

Q  Has  anybody  told  you  about  the  FPC ' s  most  recent  study  on 
quarterly  uses  of  electrical  energy? 

A  No ,  they  haven ' t . 

Q  Don't  you  know  that  it's  down,  rather  than  up? 

A  No,  I  don't  know  that. 

Q  Does  it  interest  you? 

A  What  is  happening  on  a  national  level  is  of  a  passive  interest. 
What  is  happening  in  Montana  is  of  a  particular  interest. 

Q  So  that's  why  I  asked  you  the  other  day,  Mr.  O'Connor,  to 
tell  me  what  the  figures  were  for  the  months  of  November  - 
December  of  last  year,  and  January  and  February  of  this  year, 
and  you  told  me  that  you  didn't  know  those.  Is  that  still 
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true? 

A  I  still  don't  isolate  out  one  month's  figures  to  determine 
load  growth. 

Q  Nor  two  months  —  nor  three  —  nor  four? 

A  That  is  right. 

Q  So  you  have  neither  a  passive  interest  nationally,  nor  a 
local  interest  in  those  figures? 

MR.  BELLINGHAM:  We  object  on  the  grounds  it's 
argumentative . 

HEARINGS  EXAMINER:  I  think  it  is.  I  think  at  this 
time  it's  obvious  we're  not  going  to  get  through,  and  I 
promised  to  reserve  some  time  to  discuss  some  other 
matters,  so  I  guess  if  that's  your  pleasure,  well,  it 
appears  that  you're  going  to  have  to  serve  a  cross- 
examination  brief  --  well/  I  don't  know  what  you'd  call 
it  in  this  particular  proceeding. 

MR.  SHENKER:  My  questions  will  probably  take  an¬ 
other  twenty  minutes,  Mr.  Hearings  Examiner. 

HEARINGS  EXAMINER:  I'm  sure  of  that,  Mr.  Shenker, 
and  so  let's  adjourn  with  the  cross-examination,  and 
let's  see  if  this  witness  can  be  excused  until  Tuesday 
morning  at  11:00  o'clock,  and  then  we  can  discuss  other 
matters  that  I  know  are  on  all  of  your  minds . 

(WITNESS  EXCUSED) 


HEARINGS  EXAMINER: 


I  think  the  first  matter  that 


is  pending  is  Mr.  Peterson's  motion  on  behalf  of  Bechtel 
It  might  be  appropriate  if  you  would  restate  the  motion, 
because  I'm  sure  it  would  be  a  lot  easier  for  us.  Could 
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that? 


MR.  PETERSON:  Yes.  I  believe  everyone  has  a  copy 
of  the  stipulation  of  the  proposed  order  now  from  Bechte] , 
as  formed  out  of  a  copy  of  a  letter  dated  May  20,  1975, 
addressed  to  counsel  for  Bechtel  by  Mr.  Shenker,  in  which 
he  proposed  that  the  formed  stipulation  and  order  would 
be  acceptable  to  Mr.  Shenker  with  the  following  changes 
and  comments,  and  he  then  delineates  in  that  letter  four¬ 
teen  specific  changes. 


HEARING  EXAMINER:  Are  you  referring  to  your  stipu¬ 
lation  and  protective  order? 

MR.  PETERSON:  Yes,  and  now  I'm  referring  to  a  lette 
that  was  addressed  to  counsel  for  Bechtel  regarding  that 
stipulation  and  protective  order. 

MR.  SHENKER:  I  suppose  if  we're  going  to  refer  to 
it,  Mr.  Hearings  Examiner,  we  should  make  it  an  addi¬ 
tion  board  exhibit? 


r 


HEARINGS  EXAMINER:  Very  well.  This  will  be  Board 
Exhibit  No.  74.  Would  that  be  correct? 

MR.  PETERSON:  Yes,  and  I  had  a  conversation  this 
morning  with  Mr.  Hugh  Manick  -  M-a-n-i-c-k  --  that's 
close  enough  —  and  he  informs  me  that  with  the  excep¬ 
tion  of  one  change,  in  addition  to  paragraph  4  of  the 
letter  of  May  20th,  with  the  words,  quote,  and  Bechtel 
has  cooperated  with  such  parties,  unquote,  after  the 
word,  Bechtel,  in  line  7  of  that  proposed  paragraph  -- 
HEARING  EXAMINER:  Which  paragraph  is  that? 

MR.  PETERSON:  Begin  on  the  first  page,  and  the 
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paragraph  goes  to  the  second  page  of  the  letter.  Go 
down  seven  lines.  Do  you  find  it,  second  page  of  the 
letter,  down  seven  lines? 

HEARINGS  EXAMINER :  Okay . 

MR.  PETERSON:  Following  the  word,  Bechtel,  insert 
"and  Bechtel  has  cooperated  with  such  parties."  With 
that  addition,  Bechtel  has  informed  me  they  would  be 
willing  to  agree  to  the  stipulation  as  they  propose,  as 
then  modified  by  the  letter  of  May  20,  1975,  and  I  would 
also  add  that  if  that  stipulation  is  agreeable,  the 
Northern  Plains  Resource  Council  and  the  Department  of 
Health,  or  the  Board  of  Health,  rather,  be  incorporated 
in  the  stipulation. 

HEARINGS  EXAMINER:  With  this,  you  also  incorporate 
all  the  other  parties  to  the  action? 

MR.  PETERSON:  Right. 

HEARINGS  EXAMINER:  (Inaudible) 

MR.  SHENKER:  I  think  that  would  be  necessary  as 
to  the  proposed  changes  in  the  letter.  Board  Exhibit  74, 
since  it  refers  to  all  the  parties  in  this  proceeding. 

MR.  PETERSON:  Yes. 

MR.  SHENKER:  Paragraph  7  on  page  2  of  the  letter, 
Board  Exhibit  No.  74,  refers  to  the  parties  to  this  pro¬ 
ceeding,  so  I  presume  that  all  of  them  would  have  to  join 
in  the  stipulation. 

HEARINGS  EXAMINER:  The  other  day  you  wanted  this 
in  the  form  of  a  motion.  Do  you  still  want  it  in  the 
form  of  a  motion,  or  not? 
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MR.  PETERSON:  In  view  of  the  circumstances  that 


have  now  developed,  it  appears  to  me  that  if  an  agree¬ 
ment  was  made  with  one  of  the  parties  here  regarding 
the  stipulation  of  the  letter  of  May  20th,  there  is  no 
necessity  for  a  motion.  The  only  other  thing  that  the 
applicants  would  reserve  relative  to  documents  which  are 
the  subject  of  the  stipulation,  of  course,  is  the  right 
to  make  appropriate  objections  at  the  time  the  documents 
may  be  offered  in  evidence. 

MR.  SHENKER:  The  stipulation  doesn't  address  that. 

MR.  PETERSON:  It  does  not,  but  I  just  want  to  make 
sure  that  we're  not  stipulating  any  documents.  We  re¬ 
serve  any  objections  which  we  may  deem  appropriate  at  the 
time . 

HEARINGS  EXAMINER:  Mr.  Meloy? 

MR.  MELOY:  For  the  purpose  of  letting  the  other 
parties  know  how  the  stipulation  will  now  read,  may  we 
have  either  Mr.  Peterson  or  Mr.  Shenker  explain  to  us 
what  it  now  says? 

MR.  SHENKER:  We'd  probably  have  to  retype  it,  I 
suppose,  so  everybody  could  see  what  it  looked  like. 

MR.  PETERSON:  I  think  the  intent  of  it  is  to  open 
the  documents  up. 

HEARINGE  EXAMINER:  I  don't  intend  to  read  it,  but 
what  is  the  intent  where  it  says,  "at  the  conclusion 
of  this  proceeding,  all  such  confidential  information 
as  is  delivered,"  and  so  forth  --  is  that  still  in  effect? 

MR.  SHENKER:  That's  deleted  by  paragraph  10  on  page 
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2  of  the  letter. 

HEARINGS  EXAMINER:  So  that  would  be  deleted? 

MR.  SHENKER:  That's  deleted.  As  I  understand  it, 
what  the  stipulation  now  would  provide  is  that  the  docu¬ 
ments  are  available  for  the  purposes  of  the  hearing  in 
all  respects  subject  to  the  usual  objections  of  relevancy), 
competency,  materiality  and  that  sort  of  thing,  but 
there  is  no  confidentiality  claim  or  any  proprietary 
interest  claim  that  now  attaches  to  any  of  the  documents 
except  that  those  of  us  who  confront  the  documents  in 
the  course  of  these  proceedings  are  not  supposed  to  be 
telling  other  people  what  we  have  seen  in  the  course  of 
these  proceedings,  and  since  this  is  a  public  proceeding 
available  for  everyone  to  see  what  we  are  talking  about, 

I  think  in  a  facetious  sort  of  way  it  tells  the  public 
to  keep  the  documents  confidential.  In  short,  there  is 
no  confidentiality  claim  any  more  than  attached  to  the 
documents.  How  I  would  read,  therefore,  the  two  docu¬ 
ments,  Exhibits  73  and  74  of  the  Board,  is  that  the 
stipulation  engaged  in  between  counsel  in  order  to  ex¬ 
pedite  discovery  during  the  time  that  depositions  and 
documents  were  being  taken  at  Bechtel,  is  now  fulfilled 
as  far  as  the  Department  of  Natural  Resources  is  concern¬ 
ed.  We  have  kept  our  word  and  at  this  point  we  have 
nothing  more  that  we  have  to  do  in  good  faith  with  re¬ 
spect  to  the  stipulation  we  entered  into  except,  I 
suppose,  not  to  contact  all  of  Bechtel's  competitors  and 
tell  them,  gratuitously  or  as  a  voluntary  act,  some  of 
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the  nice  pieces  of  information  they  could  use  if  they 
wanted  to, vis-a-vis  Bechtel. 

HEARINGS  EXAMINER:  Does  that  clear  it  up  for  you, 
Mr.  Meloy? 

MR.  MELOY:  If  Mr.  Shenker's  analysis  is  what  the 
stipulation  now  means,  I  would  agree  that  the  agreement 
we  made  is  also  good  enough.  If  Mr.  Shenker's  explan¬ 
ation  of  what  the  stipulation  now  says  is  correct,  the 
agreement  we  made  with  Bechtel  has  now  been  fulfilled; 
however,  I'm  not  sure  in  my  own  mind  --  pardon  me,  Mr. 
Shenker  --  that  his  explanation  is  correct,  and  I  would 
like  to  make  that  determination  myself.  I  wonder  if  we 
could  have  the  stipulation  before  us  in  its  entirety  be¬ 
fore  I  would  finally  agree  to  sign  the  stipulation? 

HEARINGS  EXAMINER:  Well,  if  you  think  you're  in 
agreement  --  I  wonder  if  we  can't  get  it  retyped  by  the 
people  who  are  involved,  by  Mr.  Peterson  or  Mr.  Shenker, 
and  when  you're  satisfied  and  have  looked  it  over,  bring 
it  back  into  play  again,  rather  than  try  to  re-do  it. 

MR.  SHENKER:  I  think  we  should  enter  the  stipula¬ 
tion  into  the  record  and  clarify  it.  I'd  feel  more 
comfortable  if,  after  my  statement  of  what  I  think  this 
does,  Mr.  Peterson  expressed  his  agreement  or  disagree¬ 
ment  on  the  subject. 

HEARINGS  EXAMINER:  But  basically,  it  does  resolve 
the  problem  you're  confronted  with  on  production  of  these 
matters,  doesn't  it? 

MR.  SHENKER:  I  think  it  does. 
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MR.  PETERSON:  I  think  it  goes  a  long  way  in  making 
available  for  the  purpose  of  this  hearing  the  confiden¬ 
tial  documents  that  Bechtel  believes  are  confidential. 
There  is  one  other  part  of  the  order  which  I  read  here, 
that  the  names  of  the  bidders  and  the  figures  on  comput¬ 
ing  fees  may  be  obliterated  from  the  documents  where 
possible . 

MR.  SHENKER:  Yes,  that's  correct. 

HEARINGS  EXAMINER:  And  that  wouldn't  constitute 
any  big  problem,  I  mean,  the  names  of  somedown  there. 

That  isn't  too  relevant,  or  is  it? 

MR.  SHENKER:  Sometimes  it  may  be,  sometimes  it 
may  not  be.  Where  possible,  I  construe  it  to  mean  where 
everybody  agrees  on  it. 

HEARINGS  EXAMINER:  I'm  sure  that  that  won't  confuse 
the  issue.  I  wonder  how  we're  going  to  handle  it  now, 
as  far  as  the  stipulation  affects  parties  who  are  not 
present  to  stipulate. 

MR.  CUMMINS:  They  can't  use  any  of  them  until  they 
agree  to  the  stipulation.  That  was  the  agreement  upon 
which  we  took  the  documents  out.  If  they  don't  want  to 
agree  to  the  stipulation,  then  they  are  not  able  to  use 
those  documents. 

HEARINGS  EXAMINER:  Well,  once  they're  in  evidence, 
everybody  is  going  to  use  them,  I'm  sure  of  that. 

MR.  PETERSON:  If  there  were  one  of  the  parties 
here  who  objected  to  the  introduction  of  this  stipulation 
I  would  have  to  so  inform  Bechtel,  and  then  Bechtel  may 
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have  to  seek  appropriate  relief. 

HEARINGS  EXAMINER:  Well,  now,  really,  basically, 
we  have  the  proponents  and  opponents,  and  I  imagine  you 
can  handle  that  situation,  can't  you? 

MR.  SHENKER:  I'm  not  so  sure  of  that,  Mr.  Hearings 
Examiner,  but  I  do  agree  with  Mr.  Peterson's  last  state¬ 
ment.  If  the  problem  comes  up,  then  I'm  sure  that  he 
can  advise  Bechtel  promptly  of  the  problem,  and  I  would 
agree  that  it  is  then  up  to  them  to  seek  appropriate  re¬ 
lief. 

HEARINGS  EXAMINER:  Mr.  Graybill,  you're  silent  on 
this  subject.  I  know  you  may  be  busy  preparing  your 
cross-examination . 

MR.  GRAYBILL:  I  have  found  two  or  three  good  things 
in  the  last  few  moments.  I  don't  care  what  happens  to 
the  Bechtel  documents.  I  will  go  with  Mike. 

HEARINGS  EXAMINER:  How  about  Mr.  Brown? 

MR.  BROWN:  We  have  no  problems.  Our  major  concern 
has  been  taken  care  of. 

HEARINGS  EXAMINER:  It  occurs  to  me  that  this 
stipulation  may  go  both  to  this  hearing  and  the  other 
hearing.  Would  there  be  any  merit  in  that? 

MR.  SHENKER:  I  think  that  necessarily  follows. 

HEARINGS  EXAMINER:  Well,  let's  have  two  copies  of 
it,  and  we'll  have  one  that's  a  Board  of  Health  exhibit 
for  that  separate  committee.  Would  that  be  the  way  to 
handle  it? 

MR.  SHENKER:  I  think  that  definitely  one  should  be 
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typed  and  captioned  before  the  Board  of  Health  and  the 
other  one  for  the  Department  of  Natural  Resources. 

MR.  MELOY :  Mr.  Davis,  may  I  ask  Mr.  Shenker  a 
question  with  regard  to  this  understanding? 

HEARINGS  EXAMINER:  Certainly. 

MR.  MELOY:  Would  the  action  of  the  press  in  pub¬ 
lishing  a  story  which  concerned  a  document  that  is 
numbered  and  subject  to  the  stipulation  be  a  violation 
of  this  stipulation? 

MR.  SHENKER:  Not  in  my  view. 

HEARINGS  EXAMINER:  It  would  be  my  view  that  this 
matter,  like  any  other  matter  in  this  proceeding,  is 
completely  a  public  hearing,  open  to  everyone;  otherwise, 
I  would  have  a  big  problem.  No  problems?  Are  there  any 
other  things  before  we  adjourn  for  the  weekend? 

MR.  SHENKER:  We  have  a  number  of  discovery  items. 

If  it  would  be  helpful  to  counsel  for  the  applicants, 

I’d  be  happy  to  put  those  on  the  record  now  so  they 
could  have  the  weekend  to  see  about  getting  the  documents 
If  not  helpful,  we  can  wait  until  Tuesday. 

HEARINGS  EXAMINER:  Have  you  got  a  list  of  them 
that  you  can  give  them? 

MR.  SHENKER:  Yes,  I  could  state  them  right  now. 

HEARINGS  EXAMINER:  Why  don't  you  do  that? 

MR.  SHENKER:  By  the  way,  Mr.  Hearings  Examiner, 
a  matter  of  very  little  note,  but  I  suppose  for  the 
record,  we  should  note  that  as  long  as  the  record  does 
state  that  one  of  the  Board  members,  the  Board  of  Natural 
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of  Natural  Resources  members,  was  here  yesterday,  we 
should  also  state  that  between  the  hours  of  2:30  and 
2:55  P . M . ,  he  was  not  in  attendance. 

HEARINGS  EXAMINER:  All  right,  the  record  will  so 
show.  Specifically,  Mr.  Drum,  when  he  reads  this 
record,  will  be  able  to  account  for  his  presence  in 
those  hours. 

MR.  SHENKER:  The  first  item  is  that  we  do  specifi¬ 
cally  request  that  we  have  the  information  of  who, 
from  the  Montana  Power  Company,  answered  what  interroga¬ 
tories.  Most  of  the  other  applicants  have  furnished  us 
this  information  simply  by  giving  us  the  names,  and  we 
would  like  that,  also,  from  Montana  Power.  Secondly, 
with  respect  to  the  deposition  of  Roger  Hofacker,  taken 
on  March  3,  1975,  there  were  three  items  which  I  stated 
in  my  letter  of  March  27,  1975,  to  Mr.  Peterson,  and 
the  first  is  that  there  was  an  objection  interposed  to  a 
question  asked  of  Mr.  Hofacker  at  page  92,  line  13,  and 
that's  something  the  Hearings  Examiner  is  going  to  have 
to  rule  on  unless  the  objection  is  withdrawn,  as  I  point¬ 
ed  out  in  that  letter  of  March  27,  1975. 

HEARINGS  EXAMINER:  What  does  it  specifically  relate 

to? 

MR.  SHENKER:  I'm  sorry,  I  don't  have  it  before  me, 
sir.  The  second  item  is  the  one  that  was  numbered  two 
on  the  bottom  of  the  page,  the  second  page  of  the  March 
27th  letter  to  Mr.  Peterson,  referring  to  Mr.  Hofacker 's 
deposition  taken,  page  99,  line  10.  Mr.  Peterson 
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undertook  to  supply  us  with  information  with  respect  to 
the  contracts  of  the  Montana  Power  Company  that  were  not 
the  major  contracts,  the  situation  being  that  there  are 
evidently  hundreds  of  those  contracts,  and  it  was  physi¬ 
cally  too  burdensome  to  simply  provide  them,  but  there 
was  some  useful  information  about  them  Mr.  Peterson 
thought  he  could  put  together  for  us.  I'd  like  that 
kind  of  information.  The  last  item  with  respect  to  Mr. 
Hofacker's  deposition  is  the  item  numbered  4  on  that 
second  page  of  that  same  letter,  referring  to  Mr.  Hof acker' 
deposition,  page  127,  line  14.  We  have  requested  the 
production  of  the  computer  program  as  used  by  the  Montana 
Power  Company  in  their  load  forecasting,  the  programs 
themselves,  and  we  have  not  received  those. 

HEARINGS  EXAMINER:  Do  you  foresee  any  problem,  Mr. 
Peterson,  in  supplying  this? 

MR.  PETERSON:  There  is  just  no  physical  way  that 
I'm  going  to  be  able  to  supply  them  with  the  thousands 
of  contracts  that  Montana  Power  has  with  individual 
customers  and  things  of  that  nature.  What's  the  relevan¬ 
cy  of  that? 

MR.  SHENKER:  What  I  understand  was  that  we  were 
not  going  to  have  go  through  all  that,  but  that  there  was 
another  way  in  which  we  could  look  at  it,  the  nature  of 
the  contracts,  that  there  was  some  useful  information 
available.  That  was  your  statement.  Jack. 

MR.  PETERSON:  A  sample  of  the  contract? 

MR.  SHENKER:  Samples,  summaries  of  a  number  of 
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them,  what  categories,  in  some  useful  form.  It  was 
your  undertaking,  it  wasn't  mine. 

MR.  PETERSON:  It  was  my  statement  that  I  was  going 
to  see  if  I  could  get  the  data,  but  the  only  way  I'm 
going  to  get  the  data  as  requested  is  to  copy  the  con¬ 
tract.  I  don't  know  of  any  other  way,  but  I  will  try  to 
get  some  samples. 

MR.  SHENKER:  Okay.  The  next  item,  in  my  letter  of 
May  19,  1975,  to  Mr.  Ross,  answering  his  of  May  12, 

1975,  I  requested  a  copy  of  the  references  made  to  a 
pamphlet,  booklet,  and  a  folder,  on  the  fourth  page  of 
the  letter  from  the  Bonneville  Power  Administration  to 
the  Montana  Power  Company.  That  letter  from  Bonneville, 
was  transmitted  to  Mr.  Graybill,  with  Mr.  Ross's  letter 
of  May  9,  1975.  I  received  a  copy  of  the  letter,  but  it 
refers  to  particular  items  that  were  not  included  and 
those  were  the  items  I  wanted  to  obtain. 

MR.  PETERSON:  Today  is  the  first  I  have  learned  of 
that  request,  and  I  will  check  that  Bonneville  letter 
and  see  if  we  have  those  documents,  and  if  possible,  we 
will  give  them  to  you. 

MR.  SHENKER:  You  should  have  a  copy  of  that  letter 
in  your  office,  although  if  you  don't,  let  me  know,  and 
I  will  get  a  copy  for  you.  The  next  item  is  my  letter  of 
April  24,  1975,  to  Mr.  Peterson,  requesting  a  copy  of  the 
document  transmitted  by  someone  called  Joe,  that  we  think 
is  Joe  McElwain,  to  the  Edison  Electric  Institute, 
describing  the  scrubbers  which  were  requested  from  the 

-803- 


28 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


*  I 
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Montana  Power  Company  by  the  Edison  Electric  Institute 
on  a  questionnaire. 

MR.1  ROSS:  Was  that  on  3  and  4  now,  or  1  and  2? 

MR.  SHENKER:  I  have  no  idea.  It  came  from  a 
deposition  reference.  Mr.  Weaver  had  asked  a  witness  a 
question,,  and  the  witness  said  that  he  knew  about  the 
questionnaire,  and  wouldn't  give  it  to  us. 

MR.  PETERSON:  I  don't  think  we  will,  either. 

MR.  SHENKER:  Well,  that  will  make  kind  of  a  sticky 
wicket.  We  want  it. 

MR.  PETERSON:  Wait  until  it's  ready. 

MR.  SHENKER:  What,  a  description  of  the  scrubber? 

We  want  to  see  it.  They  don't  want  to  give  it  to  us. 

We  move  for  its  production. 

HEARINGS  EXAMINER:  What  was  that  in? 

MR.  SHENKER:  The  deposition  of  Timothy  Devitt, 
taken  on  April  23,  1975.  One  of  the  attorneys  for  the 
applicant  elicited  the  testimony  that  within  the  month 
of  April,  1975,  the  Montana  Power  Company  had  completed 
a  questionnaire  on  scrubber  technology  intended  for  Col- 
strip  Units  3  and  4.  The  witness  was  not  permitted  to 
release  the  questionnaire  to  us  himself  without  per¬ 
mission  of  the  Montana  Power  Company.  Therefore,  I  asked 
Mr.  Peterson  by  letter  of  April  24,  1975,  to  which  there 
has  as  yet  been  no  response  until  today,  would  he  please 
produce  that  questionnaire  in  Butte  the  following  week 
after  April  24th  when  we  were  there  taking  depositions. 

We  didn't  get  it  that  week,  but  we  didn't  really  push  very 
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hard  for  it  then,  because  there  were  still  a  lot  of  us 
who  thought  it  would  still  be  coming,  but  we  haven't  got 
it  yet. 

HEARINGS  EXAMINER:  Whom  was  the  questionnaire 
addressed  to? 

MR.  SHENKER:  It  was  addressed  to  the  Edison  Elec¬ 
tric  Institute,  of  which  the  Montana  Power  Company,  is 
a  member. 

HEARINGS  EXAMINER:  Who  was  answering  the  ques¬ 
tionnaire? 

MR.  SHENKER:  Joe  McElwair.:,  of  the  Montana  Power 
Company,  the  then  chief  executive  officer  and  President 
of  the  Montana  Power  Company. 

HEARINGS  EXAMINER:  Do  you  have  any  rebuttal  you 
want  to  give  on  this  particular  matter? 

MR.  PETERSON:  I  don't  know  whether  Mr.  McElwain 
sent  that  questionnaire,  but  it  was  sent  under  an 
enclosure  of  confidential  only,  much  like  a  questionnaire 
had  been  sent  to  a  number  of  residents  of  Montana  as 
confidential  only,  and  for  that  reason,  we  assert  the 
same  reason. 

i 

MR.  SHENKER:  I  think  that  has  no  parallel  construc¬ 
tion  at  all.  Mr.  Peterson  is  talking  about  surveys  taken 
by  and  on  behalf  of  the  Department  of  Natural  Resources, 
not  the  Department  of  Health,  of  hundreds  of  people  in 
the  State  of  Montana  asking  them  for  their  opinion  as  to 
Colstrip  under  variance  provisions  made,  on  which  this 
Hearings  Examiner  has  already  ruled  that  those  people 
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who  include  employees  of  the  Montana  Power  Company, 
would  have  their  identity  kept  confidential.  What  we 
are  asking  for  is  a  questionnaire  prepared  by  applicants 
in  this  proceeding,  a  party  to  this  case,  on  one  of  the 
crucial  issues  in  this  case.  We're  entitled  to  see  what 
they  have  said  they  have  by  way  of  technology  for 
scrubbers . 

HEARINGS  EXAMINER:  What's  your  next  question? 

I'll  reserve  an  immediate  ruling  on  that,  until  I  have 
a  chance  to  look  at  it.  Is  the  deposition  here  in  this 
town? 

MR.  SHENKER:  I  haven't  seen  it  if  it  is. 

MR.  PETERSON:  Yes,  it's  here.  I  think  the  original 
has  been  filed  in  Butte. 

HEARINGS  EXAMINER:  All  right,  proceed. 

MR.  SHENKER:  The  last  item,  at  my  request,  Mr. 
Baraby,  who  was  deposed  last  week,  furnished  through 
counsel  copies  of  some  correspondence  of  Dr.  Harry  J. 
White,  who  consulted  with  the  Montana  Power  Company,  on 
scrubber  technology.  A  letter  of  April  20,  1970,  was 
produced,  in  which  Doctor  White  wrote  to  Mr.  Labrie,  of 
the  Montana  Power  Company,  acknowledging  Mr.  Labrie 's 
letter  of  April  9,  1970.  I  want  Mr.  Labrie 's  letter  of 
April  9,  1970,  so  I  can  know  what  Dr.  White  was  acknow¬ 
ledging.  Similarly,  Dr.  White  wrote  to  Mr.  Labrie  on 
December  28,  1970,  referring  to  Mr.  Baraby 's  letter  of  . 
December  21,  1970,  and  I  don't  have  Mr.  Baraby 's  letter 
of  December  21,  1970,  without  which  you  can't  understand 
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Dr.  White's  response. 

MR.  PETERSON:  Well,  this  is  the  first  time  you 
have  requested  them  today. 

MR.  SHENKER:  I  received  the  documents  yesterday. 

MR.  PETERSON:  You  never  asked  for  any  documents  of 
Baraby  or  Labrie.  You  asked  for  documents  by  Dr.  White. 

MR.  SHENKER:  Come  on,  Jack!  When  you  ask  for 
correspondence  by  Dr.  White,  how  can  you  get  an  answer 
that  says  yes  and  know  what  that  means  without  knowing 
what  the  question  was  in  answer  of?  Those  are  the  only 
gaps  I  have  in  the  correspondence  of  Doctor  White  and 
Mr.  Baraby  and  Mr.  Labrie. 

HEARINGS  EXAMINER:  Do  you  have  any  other  items? 

MR.  SHENKER:  That's  all  that  I  have  now.  I've 
completed  my  review  on  Mr.  Hof acker,  and  I  know  of  noth¬ 
ing  else  at  this  time  to  raise  with  respect  to  that,  but 
I  brought  it  up  now  because  I  understood  he  was  to  be  the 
next  witness. 

HEARINGS  EXAMINER:  Mr.  Graybill? 

MR.  GRAYBILL:  I  have  today  caused  to  be  written  to 
Mr.  Peterson  a  letter  again  asking  for  the  exhibits  that 
I  understand  have  been  prepared,  and  reminding  him  that 
my  request  for  the  exhibits  has  always  been  for  any  back¬ 
up  or  paper  work  and  that  if  there  was  a  development  that 
caused  the  exhibits  to  be  changed,  that  obviously  there 
were  some  exhibits  that  had  to  be  changed,  I'd  like  to 
see  the  first  set,  too. 

MR.  PETERSON:  I'd  like  to  state  for  the  record  that 
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I  am  not  familiar  with  the  documents  which  are  being 
prepared  for  a  hearing  pending  before  the  Public  Service 
Commission  on  natural  gas  rate  hikes  and  electrical  rate 
hikes.  The  hearings,  as  I  understand  it,  are  going  to 
be  combined,  and  of  necessity,  because  of  a  recent  de¬ 
velopment  which  occurred  right  after  the  first  of  May 
of  this  year  relative  to  the  natural  gas  supplied  the 
Montana  Power,  that  exhibits  that  were  in  preparation 
relative  to  those  proceedings  have  to  now  be  changed. 

Now  whether  or  not  there  is  anything  prepared,  I've  got 
no  idea,  but  the  documents  that  you  have  requested  are 
those  exhibits  that  are  going  to  go  before  the  Public 
Service  Commission,  and  will  be  furnished  to  you,  Mr. 
Graybill,  when  they  are  finished. 

MR.  GRAYBILL:  Okay,  just  so  we  all  understand  each 
other.  There's  never  been  any  contention  on  my  part 
that  I  wanted  any  natural  gas  exhibits. 

MR.  PETERSON:  But  they're  all  in  the  same  package. 

MR.  GRAYBILL:  Well,  they  weren't  when  I  made  my 
original  request.  If  the  development  is  that  they  have 
to  change  the  exhibits  because  of  the  Natural  Gas  De¬ 
partment,!  do  think  that  probably  the  exhibits  that  I 
need  are  already  prepared  and  just  lying  there  waiting 
to  be  sent  in  a  packet. 

MR.  PETERSON:  No,  they're  changing  the  records  on 
the  projection  of  revenue. 

MR.  GRAYBILL:  Failure  to  import  natural  gas  has 
changed  the  revenues  on  electricity? 
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MR.  PETERSON:  Mr.  Graybill,  I'm  confident  that 
these  exhibits  will  be  provided  counsel  in  plenty  of 
time  for  whatever  he  wants  to  use  them  for,  and  probably 
just  in  time  for  him  going  from  this  building  down  to 
the  Public  Service  Commission  to  make  that  hearing  in 
August. 

MR.  GRAYBILL:  I  haven't  been  invited  to  that  hear¬ 


ing, 


MR.  PETERSON:  Well,  I  think  we  will  be  finishing 


this  one  just  about  that  time. 

HEARINGS  EXAMINER:  Jack,  you've  always  been  known 
as  an  optimist.  You  have  the  optimistic  view. 

MR.  PETERSON:  I'm  sure  they're  going  to  take  ten 
days.-  That's  what  I've  been  told. 

MR.  GRAYBILL:  Okay,  I  understand  that.  You'll  get 
my  letter  and  you  can  read  it. 

MR.  PETERSON:  I  have  one  matter.  I've  requested 
that  arrangements  be  made  for  the  taking  of  certain  wit¬ 
nesses  by  the  Department  of  Natural  Resources,  and  I've 
also  requested  for  the  deposition  of  a  witness  listed 
by  the  Northern  Cheyenne  Tribe. 

MR.  SHENKER:  That's  true,  Mr.  Peterson  did  ask  us 
to  take  the  depositions  of  three  witnesses  who,  a  month 
ago,  he  did  not  want  deposed.  We  are  trying  to  work  out 
some  time  that  is  agreeable  for  both  the  witnesses  and 
Mr.  Peterson  if  we  can  do  so,  but  we  certainly  wanted  to 
have  discovery  completed  before  the  hearing  began.  We  are 
not  going  to  depart  from  the  hearing  in  order  to  go  to 
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_ _ _ _ _ _ _ _ _ 

Raleigh r  North  Carolina,  to  have  depositions  taken. 

HEARINGS  EXAMINER:  Does  anyone  else  have  any  un¬ 
answered  problems?  (NO  RESPONSE).  We'll  try  to  see  if 
we  can' tv  get  all  these  put  together.  I'd  like  to  rule 
on  this.  Very  well,  we  will  adjourn  until  Tuesday  at 

J  »  ' 

11:00  o'clock. 

(HEARING  ADJOURNED  5:00  P.M.) 
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